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COLLECTIVE LEADERSHIP IN CHINA 


The rivalry between the Russian and Chinese 
Communist leaders after the death of Stalin seems 
to have been bypassed by emphasis on the prin- 
ciple of collective leadership. The Party periodi- 
cal Hsueh Hsi, which is chiefly written for the 
benefit of leaders in the Party, published in the 
March issue a very long screed on collective leader- 
ship as the highest principle of Party leadership. 
The writer (Yang Hsien-chen) declares that the 
CCP applies the Leninist principle of collective 
leadership. Lenin took the view that collective 
discussions and collective formulation of policies 
and directives are the best guarantees against acci- 
dental and one-sided character of any decisions. 
Then positive and negative views, the experience 
and knowledge of leading cadres in all fields, and 
the collective experience of Party members and 
non-party masses, can each be taken into account 
when making decisions. The experience of the 
Communist Party of the Soviet Union “shows 
that only the collective experience and collective 
wisdom of the Central Committee, resting on the 
scientific foundation of Marxist-Leninist theories 
and on the extensive initiative of the leading 
cadres, can ensure the correctness of Party and 
state leadership, ensure the firm unity and solli- 
darity of Party ranks, and ensure the victory of 

ymmunist construction.” 


The view is interesting, all the more so as 
the whole direction of the Stalinist succession to 


Lenin’s brief rule was based on the contrary prin- 
ciple. Stalin indeed became an unexampled 
despot, and so far from accepting the collective 
wisdom of the C.E.C. he destroyed them ruthlessly 
one after another, group by group, till not one 
of the original hierarchy remained alive. And 
with Trotsky, Bukharin, Radek, and all the other 
leaders of the old C.E.C. went into perdition also 
great hordes of their followers and sympathisers. 
The Peking theorists are anxious to gloss over 
all this. Never a word will be read or heard of 
these sanguinary and spectacular interludes in the 
“advanced experiences” of the Soviet Union which 
are being retailed almost with the daily ricebowl. 
There is mention now and then of such devia- 
tionists as Beria in the Soviet Union and of Chen 
Tu-hsiu and others in China, but the ghastly de- 
tails are withheld. The Chinese apologist for the 
collective leadership line even quotes Stalin of all 
people in support. But Stalin was justifying 
himself to the German writer Ludwig, with his 
notorious weakness for the individual hero and 
his leaning toward Trotsky. 


More valid are the decisions previously an- 
nounced by the Chinese Communist Party. One, 
passed in September 1942, suggested that single 
leadership means also collectivization of leader- 
ship. The decision on the perfection of the Party 
Committee System in September, 1948, explicitly 
laid it down that the Party committee system is 
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the important system for ensuring collective 
leadership and preventing individual usurpation. 
The superiority of collective leadership, it was 
argued, was summarised by Comrade Mao Tse- 
tung as early as 1943 in his article on Some Ques- 
tions Concerning Leadership Methods. This re- 
ferred to the well-known leadership method of 
“forming correct leadership views by collecting 
views from the masses and then upholding the 
views among the masses.” 


In this article Chairman Mao criticised some 
comrades who were accustomed to individual 
leadership but not to collective leadership. “Re- 
volutionary politicians, political experts who know 
revolutionary political science and political art,” 
he said in his address at a round-table discussion 
in Yenan on Literature and Art in 1942, “are only 
leaders of thousands and thousands of mass poli- 
ticians. Their task is to gather the views of these 
mass politicians, refine these views, and then in- 
troduce the views back to the masses for their 
acceptance and practice. They are not aristo- 
cratic ‘politicians’ who just think up things and 
brag of themselves. This is the difference in 
principle between proletarian politicians and de- 
cadent bourgeois politicians.” 


These two different methods of leadership, 
emphasises the interpreter of the principle in the 
Hsueh Hsi, stem from two different concepts of 
history, i.e., the materialist and the idealist con- 
cepts. According to the materialist concept, the 
history of social development is not the history 
of individual heroes, but the history of the de- 
velopment of production, the history of producers 
of material values, and the history of labouring 
masses. It is “the people’ who are makers of 
history, hence the Party must rely on the people, 
who have “infinite creative power, rich experience 
and infinite wisdom.” Among the Chinese people 
there are “thousands and thousands of Chu Ko- 
liangs’’ (which makes it all the stranger, if a com- 
ment may be interposed, that there is but one 
Mao Tse-tung). 


The idealist concept, on the other hand, holds 
that the history of mankind is that of individual 
heroes, and the role of the masses is insignificant 
because they are backward, ignorant, negative and 
passive and capable only of blindly following the 
heroes. Among the Chinese Communist cadres, 
says the writer, quite a number are imbued with 
the ideas of historical idealism of the bourgeoisie 
and worship heroes and belittle the role of the 
Party, of class, and of the masses. This idea, 
contrary to historical materialism, stems from the 
influence of the traditional thought of the old 
society, for the idea that heroes create the situa- 
tion was very prevalent in old China. Such anti- 
Party spirit, tendencies, and concrete manifesta- 
tion of such tendencies as lack of organization, 
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independence and dispersionism contrary to ce.. 
tralism, for which certain party members were 
severely condemned by the Central Committee in 
its “Decision on Strengthening ‘Party Spirit’ were 
basically developed out of such individualism and 
individual heroism. Persons who lack training in 
historical materialism “will certainly stress the 
roles of heroes and belittle the role of the Party, 
class and the masses.” 


| Mao Tse-tung’s statement in an article in 
April, 1944, is recalled in which he admitted that 
the party history suffered losses on several occa- 
sions because of “gross conceit.” Hence the warn- 
ing at the 4th plenary session of the 7th Central 
Committee. Therefore, in order to realise the 
principle of collective leadership, the principle of 
individual leadership must be rejected. Extensive 
and profound education of the cadres in the ideas 
of historical materialism is necessary. 


Implementation of collective leadership means 
also the implementation of democratic centralism 
and, consequently, can prevent unlawful activities 
of ambitious careerists inside the Party. These 
people can only carry on their activities under con- 
ditions of centralism without democracy, for it 
would mean violation of the Party constitutic 
which calls for democracy within the Party. 
is necessary also to oppose the practice of deciding 
problems by individuals. But one question is of 
great importance, all comrades must “constantly 
adhere to the Party principle by opposing liberal- 
ism and unprincipled_ conciliationism. . . Am- 
bitious careerists can only exist and carry on 
activities where liberalism is most pronounced.” 


The task of enforcing the general line of the 
Party is very heavy. Large-scale industrial con- 
struction is new to Party members. (Practically 
all the members of the hierarchy graduated from 
school or college as student agitators and the 
number who earned their own living in some con- 
structive profession or occupation can be counted 
on the fingers, in which respect the Russian Bol- 
sheviki were better off). The solution, states this 
writer, is to be found in _ collective leadership 
alone. Comrade Mao Tse-tung had often taught 
them with the popular maxim that “Three fools 
make one wise man.” Moreover, Socialist indus- 
trialization is characterised by high concentration, 
and leaves no room for self-centralism, parochial- 
ism, and dispersionism which undermine concen- 
tration. 


And here again Soviet documents are quoted, 
though they relate to the time when Stalin we- 
strengthening his own despotic leadership (all t 
pundits and the doctrines of historical materialism 
notwithstanding) and annihilating all his col- 
leagues, in the name of collective leadership! 
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NEED FOR MECHANISATION 
OF EASTERN 
FISHING INDUSTRY 


More than half of the surface of the earth is covered 
by the sea. But from this huge area of water comes only 
about 1% of the food of the earth’s two and a half thousand 
million people. Part of the reason for the low total food 
yield of the sea is the low potential productivity of much 
of the world’s saltwater surfaces. But an important reason 
is the low efficiency with which the great majority of the 
world’s fishermen carry on their work, with only wind and 
muscle to drive their boats and haul their nets and lines. 
In tropical areas the fishermen often rely on the wind that 
blows from the land in the morning to take their simple 
sailing boats to the fishing grounds and on the breeze that 
blows from the sea in the afternoon to bring them home 
again. But the winds are weak and inconstant. The trip 
out to the fishing grounds is slow and so is the return in 
the afternoon. And when there is no wind, the schools 
-£ fishes must be found and chased by muscle power. So 

work is hard and the yields are low. 


In Ceylon, for instance, there are about 60,000 people 
whose main occupation is fishing. Between them they take 
a total of about 30,000 tons of fish per year—an average 
of half a ton per year, or about 20 lbs per week, per fisher- 
man. Further north, on the Coromandel Coast, in India, 
there are about 140,000 fishermen also taking only about 
half a ton per man per year. These yields are deplorably 
low compared with yields per man in the more advanced 
fishing areas of the world; compared with Iceland’s average 
annual take per fisherman of about 38 tons, for instance. 
All the blame cannot, of course, be thrown on the differences 
in fishing techniques in the developed and underdeveloped 
countries. The tropical seas are not the rich treasure houses 
of fish that popular fancy believes they are; they will never 
support such highly-concentrated fishing industries as those 
of the great shallow banks of the North Atlantic. But they 
will certainly give many times their present yield without 
danger of exhaustion. 


Much of the answer lies in mechanization. It is a com- 
mon belief that a mechanized fishing industry is the pre- 
rogative of the advanced community; that the fisherman 
of the underdeveloped country can’t afford to run a powered 
craft. But the experience in mechanization of underdeve- 
loped fishing industries is that no fisherman can afford to 
be without the help of the engine. The poorer is the fish- 
ing in an area the greater is the need for power to go 
further to sea in search of fish and to move swiftly and 
easily with the schools when they are found. And if an 
area is just a little too poor to support a powered fisher- 
man it is usually a lot too poor to support an unpowered 
fisherman. Even in very poor fishing communities, engines 
an be put into boats and more than pay for themselves in 

‘ra catches. 


~ Strong efforts were therefore being made by the United 
Nations especially through its Expanded Technical Assis- 
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tance Program, to increase fisheries production in under- 
developed parts of the world. At present the Food & Agri- 
culture Organisation has naval architects and master fisher- 
men working in the Far East in Ceylon and Southern India. 
In Ceylon at the end of 1951 there was not a single motor- 
powered fishing boat in operation except for one steam- 
trawler. At that time FAO of UN sent a master fisher- 
man, and later a marine engineer, to the country to advise 
on mechanization of the industry. In about April last year 
FAO supplied three small diesel marine engines which were 
installed in three Ceylonese ffishermen’s boats. They were 
given some instruction on how to maintain them, some ad- 
vice on how to use their new equipment and then left to 
their own devices. At the end of six months they were 
asked if they wanted to buy the motors. If they didn’t 
think the motors’ were worth the money, FAO would take 
them out, restore the boats to their original condition and 
call it a day. They all jumped at the chance of buying 
the motors and other fishermen in the area clamoured for 
motors too. So, on FAO’s recommendation, another 40 
small diesel marine engines are being provided under the 
Colombo Plan and will be sold to Ceylonese fishermen on 
easy terms. And there will be more engines provided 
later. In Ceylon the fishermen are just learning the first 
advantage of powered fishing; the ability to go out more 
often and further in search of the schools of fish and the 
ability to keep moving with the fish when they are found, 
without dependence on the wind. The second advantage still 
to be appreciated fully is the use of the motors in actual 
fishing operations—for hauling greater quantities of nets 
and lines and with a speed and ease which is impossible 
when only human muscles are available. 


NECESSITY OF CONVERTIBILITY 


Sometime before June 30, 1954, the O.E.E.C. must de- 
cide whether or not the existence of the E.P.U. will be pro- 
longed beyond that date. This cannot be done by a stroke 
of the pen. 


Since the E.P.U. was formed in 1950, the economic 
recovery of western Europe has been continuous and swift. 
All 18 member countries and their associates overseas, in- 
cluding, for example, the whole sterling area, have been able 
to trade with one another multilaterally, granting one an- 
other credit automatically at each monthly settlement of 
accounts, to the extent needed. 


Trade within the E.P.U. group expanded fast because 
most of the quantitative restrictions on import, visible and 
invisible, have been removed. About 60% of the total for- 
eign trade of Switzerland now is done within the E.P.U. 
group. From 1950 to 1952, Swiss exports to countries of 
the E.P.U. group increased by 36%, to those with a free 
payments system 24%, and to those trading under bilateral 
agreements none. So that not a single member of the 
E.P.U. wants its operation to cease. 


As Professor Dr. Keller, President of the Swiss National 
Bank, said in a public discussion on January 19: “From the 
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very outset, the E.P.U. was meant as a temporary expedient, 
operating only until the return to convertibility became 
feasible. The E.P.U. should be brought to an end as soon 
as that becomes possible without undue risk. “But he em- 
phasised that convertibility must not be introduced pre- 
maturely. He urged the need for the greatest possible 
caution before embarking upon such a step, since the world 
could certainly not afford another failure of convertibility. 
In 1950 and again at the end of 1952, convertibility was 
thought to be much nearer than it proved to be. The 
O.E.E.C. has authorised the existence of the E.P.U. only 
until June 30, 1954. If convertibility has not been achieved 
by then—and nobody believes that it will be—a whole 
complex of exceedingly knotty problems will have to be 
solved if the E.P.U. is to continue to operate as heretofore. 


In the course of time, the countries of the E.P.U. have 
become divided into two groups: Creditors—including Aus- 
tria, Belgium-Luxembourg, Netherlands, Portugal, Sweden, 
Switzerland and West-Germany and Debtors—including Den- 
mark, Great Britain, France, Greece, Italy, Norway and 
Turkey. We know now, that the longer the E.P.U. exists, 
the greater will be the claims of the creditor countries as 
a group, arising from the credits they are called upon to 
grant, unless the E.P.U. is in some way reorganised. 


At the end of each month, each member country notifies 
the Bank for International Settlements (B.LS.), agent for 
the E.P.U., so that the surplus or deficit that country had 
in the current month as a result of trade and payments with 
each of the other members can be established. The out- 
come of this operation is that each country, for that month, 
has a surplus or deficit with the E.P.U.—not with the in- 
dividual countries. These monthly credits and debits are 
added to the figures at the end of the month before, to 
show the new “cumulative” surplus or deficit of each coun- 
try. | 

This cumulative surplus or deficit is not the amount 
receivable from or owing to the E.P.U. At the monthly 
settlement, each country with a surplus in that month re- 
ceives a partial payment in gold from the E.P.U. and grants 
the E.P.U. credit for the rest, while the countries with a 
deficit in that month have to pay part of the amount to the 
E.P.U. in gold and are allowed credit for the remainder, 
according to a fixed schedule. 


There is, however, a limit beyond which the cumulative 
surplus or the cumulative deficit of each country may not 
go. This limit, fixed in advance, is called the “Quota’’. In 
1950, each country was allocated a quota believed to be 
enough to cover any cumulative surplus or deficit arising 
in the two following years... But as convertibility was not 
restored within that time as expected, the life of the E.P.U. 
had to be prolonged. Soon the original quota of one coun- 
try after another was exhausted. In each case, the country 
had to be granted a “rallonge’’ or supplementary quota, 
subject, however, to the proviso that, at the monthly settle- 
ments, countries in the extreme creditor position would 
receive a 50% payment in gold and extend cre- 
dit to the E.P.U. for the other 50%, while those in the ex- 
treme debtor position had to cover automatically the full 
amount of each monthly deficit by a gold payment to the 
E.P.U. 


By now, the cumulative surplus of some countries in 
the extreme creditor position has become formidable. West- 
Germany heads the list with a cumulative surplus of $801.7 
Mill. at the end of 1953. In the case of Switzerland, the 
original quota was $250 Mill., to which later came a rallonge 
of $125 Mill. so that, as matters stand, the cumulative sur- 
plus must not be allowed to exceed $375 Mill. At the end 
of 1953, the surplus had reached $315, Mill. leaving only 
$60.1 Mill. to cover all further surpluses up till June 30, 
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1954. Of the amount of $315.0 Mill. Switzerland has r 
ceived gold from the E.P.U. to the value of $132.5 M. 
and has granted the E.P.U. credit to the aggregate of $182:5 
Mill. On the basis of the present facilities of $375 Mill. 
the total amount of credit Switzerland can be required to 
grant the E.P.U. is $212.5 Mill. of which she has already 
granted $182.5 Mill., so that she is under the obligation to 
grant further credits up to the aggregate of $30.0 Mill. by 
June 30, 1954, if needed. Since September 1952, Switzer- 
land has had a surplus at the E.P.U. at every monthly 
settlement. Nothing indicates that Switzerland is likely to 
move away from the extreme creditor position. 


By the statutes of the E.P.U. its members are states 
—not individuals or institutions. Credits granted to the 
E.P.U. are therefore made by governments and are a charge 
on the budgets of countries in the extreme creditor posi- 
tion. This fact is now causing great public uneasiness. 
Firstly because taxpayers resent a burden that seems to 
them to benefit only private exporters. Secondly, because 
by this system, the state has become a large-scale exporter 
of capital, a function exceeding its competence and detri- 
mental to the interests of banking business. Immediately 
World War II ended, the Swiss government’ granted 
large credits to the governments of a number of European 
war-devastated countries to accelerate their economic re- 
covery. The aggregate of all such credits was less than 
Fr. 650 Mill. whereas the amount of credit the Confederation 
has extended to the E.P.U. up till the end of 1953 was 
nearly Fr. 800 Mill, in this instance, however, combined 
with Fr. 578 Mill. received from the E.P.U. in gold. 


‘In various E.P.U. countries in the extreme creditor 
position there is now an insistent demand that steps be 
taken forthwith to curtail the further granting of cre 
to the E.P.U. and—because the idea seems so plausible 
the proposal has been made seriously. that all export of 
private capital should be passed through the E.P.U. The 
snag lies in the way the E.P.U. quota system works. A con- 
crete example best explains where the difficulty lies. 


Suppose that, in the ordinary course of business, the 
commercial banks of Switzerland—a country in the extreme 
credit position—are ready to grant a credit of say $50 
Mill. to the government of France—a country in the ex- 
treme debtor position. If done bilaterally and for use 
outside of the E.P.U., this transaction encounters no difficulty. 
The Swiss banks make their own terms to assure the ser- 
vicing and amortisation of the loan. The Swiss banks are 
the creditors, the French government the debtor. 


But if, in order to reduce the cumulative surplus of 
Switzerland, the transaction were passed through the E.P.U. 
complications occur. The procedure would be for the Swiss 
banks to pay the amount of $50 Mill. to the Swiss National 
Bank for account of the Banque de France on behalf of 
the French government. 


As Switzerland is in the extreme creditor position, 
the E.P.U.—by its statutes—could charge only half the 
amount against the Swiss cumulative surplus, the other half 
being covered by a payment in gold by the Confederation. 
As France is in the extreme debtor position, the E.P.U. 
would have to pay the Banque de France the entire amount 
of $50 Mill. in gold. So that the upshot of passing this 
transaction through the E.P.U. would be: 1. the cumula- 
tive surplus of Switzerland would be reduced by $50 Mill. 
2. the cumulative deficit of France would be decreased by 
$50 Mill. 8. the Confederation would have had to repay 
the E.P.U. $25 Mill. in gold and its claims in the case of 
liquidation of the E.P.U. will also be reduced by $25 M 
4. the E.P.U. would have $25 Mill. less liquid funds th 
before and 5. the Swiss banks would have a claim against 
the French government for $50 Mill. Evidently, however, 
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¥: drawbacks of reducing cumulative surpluses and cumula- 


ve deficits by exporting capital through the E.P.U. are 
serious. 


Sooner or later, the repayment of the credit would fal! 
due. If, as is improbable, the E.P.U. were still in existence, 
the whole series of operations involved in the first transfer 
would recur in the reverse sequence. The cumulative sur- 
plus of Switzerland would suddenly be increased by $56 
Mill. and the advance made by the Confederation by haif 
the amount of the credit. 


But if the E.P.U. were to be dissolved before the credit 
were repaid, grave complications would arise. Repayment 
would then take place through the channel of a bilateral 
payments agreement, the more certainly because only those 
countries in an extreme debtor position are interested in 
receiving private credits over the E.P.U. The private lender 
can, however, hardly be expected to allow that repayment 
of contractually assured capital sums, at a remote future 
date, should be dependent on the uncertainties of pay- 
ment channels subject to bilateral agreements. 


Other ways of reducing the cumulative surpluses of, 
or, possibly, the credits granted to the E.P.U. by number 
of member countries in the extreme creditor position have 
been suggested. Among them there are: 


1. That countries in the extreme creditor position 
should appreciably increase imports from other E.P.U. coun- 
tries. 


2. That at the monthly settlements, the ratio of pay- 
ment in gold by the E.P.U. to the grant of credits by the 
creditor countries should be increased from 50:50 to say 
75:25. 


3. That credits existing for more than 18 months, 
aving ceased to be short term in the spirit originally in- 
tended, should now be paid off by instalments. spread over 
three years. 


As the E.P.U.—originally conceived of as a temporary 
makeshift—has now almost reached the limit of its useful- 
ness, convertibility is urgently needed, so that the system 
of payments arising in international trade might again rest 
on a sound and permanent basis. 


TRENDS IN JAPANESE ECONOMY 


Despite prevailing retrenchment policies, production in 
January still maintained a high level, when seasonal _in- 
fluences are excluded. The production index for the mining 
and manufacturing industries (Economic Counsel Board, 
1934-36=100) was 155.9, showing a decline compared with 
December of last year principally due to seasonal influences 
but an advance of 23.8% and 4.6% compared with the same 
month of the previous year and the average for 1953 respec- 
tively. The index for mining was lower by 1.6% than the 
average for 1953, whilst the index for the manufacturing 
industry was higher by 5.4% and 30.0% than the average 
for 1953 and the figure for January last year respectively, 
as against a 19% increase in the average for 1953 compared 
with 1952. 


Both exports and imports in January and February, 
which are usually smaller than in December of the previous 
year, registered a considerable increase compared with the 
same period of a year ago. Exports in January and 
February were $93 million and $115.6 million respectively 


ee: against $79.6 million and $85.0 million in the previous 


car when a marked recession was witnessed; imports were 


“$243.4 million and 220.8 million respectively as against 


$187.4 million and $172.7 million. 
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Department store sales which reflect domestic demand 
were 30.6% larger in January than in the same month of 
a year ago. This figure is almost the same as the increase 
rate of the annual total for 1953 compared with 1952 and 
is far greater than the increase in January 1953 compared 
with the same month of 1952. As department store sales 
have gradually encroached general retail trade, 
the increase in sales of general retail trade has been be- 
hind that in development stores, as evidenced by the deve- 
lopment from autumn to winter in the previous year. 


As regards the consumption level in urban areas, which 
support sales in the domestic market, the index based on 
the average for 1934-36 was 86.3 in January, a decline of 
42% compared with December of last year when consump- 
tion is usually high, as against a 36% decline in January 
last year. In comparison with January last year, the con- 
sumption level showed an advance of only 4.6% as against 
a 27.3% advance in January 1953 compared with the same 
month of 1952. This indicates a slowing-down in the ad- 
vance of the consumption level. The increase in salaries 
of government employees from January this year’ should 
produce its full effect in February, but the advance in rice 
prices by 12.5% effected from January this year and the 
rise in prices of sugar and textiles caused by speculative 
buying resulted in the higher consumer price index and de- 
cline in the consumption level. 


Producer stocks in the manufacturing industry which 
remained almost unchanged from around July last year 
showed some advance toward the end of the year. The index 
(Ministry of International Trade and Industry, 1950—100) 
registered 126.7 in December last year, an increase of 8.2% 
compared with April of the same year when the lowest figure 
for 1953 was recorded, but still lower by 1.4% than the 
figure for December 1952. The index for mining continued 
to show a marked decline after June last year, but the 
figure for December last year was 3.2 times that in Decem- 
ber 1952 when stocks were abnormally small due to a coal 
strike. 

As regards stocks in circulation, an investigation by 
the Bank of Japan reveals that stocks held by department 
stores during the period from October to December last 
year showed a larger rate of increase (16.9%) than in 
the previous quarter (10.0%), whilst thuse held by the 
general retail trade declined by 4.6%. Stocks held by 
retail traders increased by 20% during the whole year of 
1953. As regards department stores, both stocks and sales 
showed an increase, the ratio of stocks to sales being lower 
than that for the general retail trade. Stock financing by 
banks has been affected by the tight money policies adopted 


-since October last year. 


According to estimates of the Economic Counsel Board, 
the consumption level during the fiscal year 1954 will advance 
by 3% and the production of consumer goods wil] also in- 
crease by 3-5%, whilst that of producer goods is anticipated 
to decline by 2-6% owing to smaller demand. 


The government’s original estimate of excess payments 
of $190 million in the international balance of payments of 
the fiscal year 1953 was later revised to $330 million with 
receipts at $2,560 million ($1,230 million from exports) 
and payments at $2,890 million ($2,240 million for imports). 
On the assumption that this estimate is correct, foreign 
currency holdings at the end of March this year will be 
$780 million. 


As regards the international balance of payments for 
the fiscal year 1954, the government estimate of excess pay- 
ments of $90 million may prove too low in consideration of 
prevailing conditions. The government may therefore in- 
crease restrictions on the financing of imports and reduce 
foreign exchange earmarked for imports in the next fiscal 
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year to essential raw materials and food in order to main- 
tain equilibrium of the international balance of payments. 
Restrictions on import financing which had been effected 
from October last year were strengthened in January this 
year and may be further intensified from April. 


Speculative imports in anticipation of a future reduction 
in allotments of foreign currency for imports have shown 
a sharp increase. Prices of import goods, in particular 
consumer goods, have nevertheless advanced. 


Wholesale prices have continued to advance since the 
beginning of the latter half of 1953. The general index 
compiled by the Bank of Japan (January 1948=100) ad- 
vanced by 4.8% from 413.6 in June last year to 433.7 in 
February this year; the index for consumer goods advanced 
by 9.0% and that for producer goods by 2.9% during the 
same period. Another index prepared by the Economic 
Counsel Board (week ending June 24, 1950100) showed 
a slight decline from the peak in the middle of February 
this year, the figure for the end of the same month being 
159.8, almost the same level prevailing in the middle of 
December last year. 


The reactionary decline in wholesale prices was mainly 
attributed to lower prices of foodstuffs due to increased 
arrivals of spring vegetables and sugar. Speculative trans- 
actions in imported raw materials and related commodities 
seem to have generally declined because actual demand has 
not followed. Prices of iron and steel, electric bulbs, dye- 
stuffs and paper have weakened because of severe competi- 
tion due to the increase of production following enlarge- 
ment and modernization of equipment. 


The treasury account for the fiscal year 1953 was esti- 
mated to register excess payments of Y130.2 billion on 
July 31 last year when the annual budget for the fiscal 
year 1953 was established. As a result of the formation 
of a second supplementary budget on December 8, 1953, esti- 
mated excess payments of government funds were reduced 
to Y62.6 billion. Further, owing to the increase in imports 
due to the poor crop of rice, the treasury account is at 
present estimated to register excess withdrawals of about 
Y88.0 billion. This figure is based on actual excess pay- 
ments amounting to, Y112.3 billion during the period from 
April to December 1953 and prospected excess withdrawals 
of Y200.2 billion during the January-March period of this 
year (including excess withdrawals of Y90.0 billion in the 
Foreign Exchange Fund Special Account through outflow of 


of foreign currencies and readjustment of special foreign - 


exchange loans, Y95.3 billion in other accounts and with- 
drawals of government deposits amounting to Y149 billion 
from city financial institutions). In view of the severe 
effects on the money market of heavy withdrawals of 
government funds during the January-March period, ad- 
vances by the Bank of Japan have not shown the contraction 
expected, showing, on the contrary, an increase of Y55.6 
billion and Y31.6 billion in January and February respective- 
ly. Withdrawals of government deposits from city financial 
institutions, which amounted to Y16.8 billion at the end of 
January this year, were limited to Y3.3 billion in February 
and Y3.5 billion in March, that of the remaining Y10.0 
billion being postponed until the next fiscal year in con- 
sideration of difficulties of medium and small enterprises. 
However, the note issue by the Bank of Japan contracted 
by Y16.6 billion during February, showing an expansion of 
Y28.4 billion (5.4%) during the past one year as against 
an increase of advances by the Bank of Y111.3 billion during 
the same period. 


The effects of financia? retrenchment on medium and 
small enterprises are evidenced by the fact that dishonoured 
bills at the Tokyo Clearing House averaged 1,320 in 
February this year as against 754 in the same month = of 
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a year ago, and that the average for 4 days at the begi 
ning of March reached 2,126. 


Imports of industrial materials and machinery for 
rationalization will be restricted to the limited allotments 
compatible with economy in foreign currencies aside from 
the effects of financial retrenchment and selective loaning 
to industrialists by bankers. The concentration and read- 
justment of enterprises will thereby be accentuated. It will 
be an important problem how to save the situation where 
stragglers may occur under these circumstances. 


As a result of the signing of the MSA agreements 
on March 8 between Japan and the United States, Japan 
will receive several hundred million dollars of arms on a 
grant basis and orders for munitions amounting to around 
$100 million during this year. Of this amount, $40 million 
are off-shore procurements in yen account accruing from 
the purchase of surplus agricultural products. The pur- 
chase of surplus agricultural products is valued at $50 mil- 
lion of which $10 million will be an outright grant. The 
yen fund of $3.6 billion equivalent to $10 million will be 
utilized for basic defense industry together with other Japa- 
nese funds. 


The long-term replenishment program of the National 
Safety Force has not yet been published, but the defence 
industry should benefit in the next fiscal year. The re- 
ceipt of dollars through armament procurements during 
this year is estimated at about $10 million, but total receipts 
from special procurements in a broad sense may reach 
about $800 million when other government transactions are 
taken into account. 


CEYLON’S LOAN, TRADE, CHINA BUSINESS 


Ceylon went to the London market in February and 
asked for £5 million in Government stock, bearing 4 per 
cent., and sold at 97. The issue seems to have struck the 
market by surprise, but nevertheless when the lists closed 
only a couple of hours after opening, there was a com- 
fortable over-subscription to warm the cockles of not only 
the Ceylon Government’s heart but also of the London 
money market, which had been considerably shaken by the 
65 per cent failure of the issue by Glasgow Corporation only 
a short while before. Of course, Glasgow cut the terms a 
bit fine, and the Bank of England, acting as the Ceylon 
Government’s agent in these matters, decided to raise the 
figures a little to attract the harder-headed investor, and 
that investor accepted the bait with reasonable alacrity. The 
Press as a whole was favourable to the issue, although one 
of the more sour-faced dailies murmured something about 
selling rubber to China. In the prospectus for the issue, 
the Ceylon Government did not overstate their case. They 
pointed out that the foreign assets of Ceylon had fallen 
from Rs 1,200 million at the beginning of 1952 to just over 
Rs 600 million at the end of 1953, but that this heavy 
drain had now levelled off and was about to cease, with any 
luck. 


The purposes for which the loan will be.used are in- 
cluded in Ceylon’s general economic development plan, which 
is calculated roughly on the basis of an expenditure of Rs 
750 million over the next few years. Agriculture and irriga- 
tion account for the larger part of this expenditure. It is 
not a “time-plan”, for no fixed target dates have been an- 
nounced. Instead, a scheme of “dove-tailing’’ will be cr 
ried out, whereby resources are brought into play as ai. 
when they are available; “small” projects will be kept on 
ice until they fit into waiting periods between “large” pro- 
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ets. One of the more important subsidiary projects is the 
“second stage of a hydro-electric scheme, which when com- 
pleted will save considerable sums in foreign currency at 
present being spent on imported fuels for thermal stations. 
For the hydro-electric scheme, funds will be forthcoming 
from the World Bank to the extent of the external costs, 
totalling about Rs 104 million. 


The foreign trade of Ceylon is undergoing some changes 
in these last few years. Tea has become more important in 
the list of exports, and the number of countries buying 
tea from Ceylon in the post-war period has considerably 
widened. Egypt, Australia, New Zealand and the United 
States are now some of Ceylon’s best customers in this field, 
although the United Kingdom keeps its place as top-drinker. 
Rubber has, of course, taken a steep drop, and Ceylon has 
only one customer for sheet—Red China. Coconut products 
are declining slowly in importance again, after a boom last- 
ing six years. Ceylon is now one of the world’s biggest 
exporters of coconut oil, but exports of copra are declining. 
In one way, this is a good thing for Ceylon, for she makes 
more money and employs more people by exporting semi-pro- 
cessed oil than by exporting the raw material from which it is 
made. Unfortunately, there is now over-capacity in the oil- 
crushing mills; the output of fresh nuts is falling, as the 
coconut trees reach their declining years all at once, and a 
large number of mills which grew up during the war years 
are closing down. Many other countries are also climbing 
on to the semi-processing band wagon—both India and 


491 


Pakistan make their own soap and margarine now, and would 
on the whole prefer to buy copra rather than buy oil. 


Japan’s exports to Ceylon have been increasing ever 

since the Japanese trade was freed of all restrictions. 
From three per cent of trade in 1950, Japan now supplies 
Ceylon with nearly 9 per cent of her total imports. But 
the other side of the accounts shows the difficulty Ceylon 
has in finding the right kind of exports to sell her. Neither 
tea, nor rubber, nor coconut products is a fruitful field for 
the extension of Ceylon exports to Japan, and as a result, 
only about one per cent of Ceylon’s exports go that way, 
and are unlikely, even after the recent U.K.-Japan trade 
agreement, to rise. 


China is the Asian country that has moved up fast in 
the foreign trade of Ceylon. In 1951, China took only about 
2 per cent of Ceylon’s exports, and now, thanks to sheet 
rubber and small quantities of coconut products, the per- 
centage is sixteen. The corresponding drop, in importance 
has taken place in Ceylon-American trade, with the raising 
of the embargo on Mainland China and North Korea trade, 
an embargo which, by all accounts, looks like staying on. 
President Eisenhower in his recommendations to the Con- 
gress recently made sure of stating that these embargoes 
would remain, despite his suggestion that trade with other 
Communist countries might well be eased. A day after 
the President’s message to Congress, the communique was 
issued of a meeting between the United Kingdom, the U.S.A. 
and France, in which it was stated that the China and North 
Korean embargoes would also remain. Outside this em- 
bargo remains Ceylon—but so does Indonesia. 
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THE UNDER-DEVELOPED FAR’ EAST 


Facts and Problems of Under-Development and Planning for Progress 


By FRANK H. H. KING 


(Lecturer in Economics, University of Hongkong) 


Nineteenth-century humanitarians were concerned 
about the condition of the deserving poor; they tried earnest- 
ly to save the young girl from a fate worse than death. The 
leaders of society imposed upon both the poor and the 
potential or repentent sinner the moral standards. and 
principles of the great Middle Class. In the _ twentieth 
century we are concerned with the condition of under- 
developed nations; we devise programs and plans by which 
these people may live on a standard approximating our own. 
For the young nation about to go wrong, there is, in the 
best nineteenth-century tradition, emergency aid coupled 
with pleading and preaching. The nations have enrolled in 
a gigantic Salvation Army intent, in fact, upon saving the 
world. 


What is an under-developed country that it should be 
saved? The concept cannot be defined in purely scientific 
terms, and perhaps the most objective definition would re- 
solve itself thus: “Under-developed country” is a term used 
to refer to... . followed by a list of countries—definition 
by enumeration. Many have a vague idea which countries 
such a list would include: China, the Philippines, Korea, 
the countries and colonies of South East Asia, India, Pakis- 
tan, the Middle East, the countries and colonies of Africa 
—with the possible exception of the three northern de- 
partments of Algeria—South American countries—it begins 
to be easier to list those countries which are not under- 
developed. 


The long list of under-developed countries leads us to 
prefer a fuller definition, which we may obtain in the man- 
ner of Plato, without, perhaps, the philosophical implications 
of his method. What have these countries in common that 
they are all termed ‘under-developed’? In the first place 
they all have relatively low per capita national incomes. This 
suggests low productivity of the labor force, but we must 
make several important qualifications. In the first place, 
a much larger proportion of the population of most under- 
developed countries is under the working age than in the 
United States or Great Britain. Secondly, national income 
statistics are not comparable unless the social organization 
and standards of the countries compared are similar, and 
‘average’ statistics are liable to be misleading. Thirdly, the 
whole complex of goods produced and consumed is so differ- 
ent that we cannot establish any equivalence. 


In practice we make international comparisons cf 
national income, but in doing so we assume the similarity 
of values and welfare concepts; in fact, we substitute our 
own standards in the manner of the nineteenth-century 
humanitarian. Back in 1760, many feel, something happened 
to Britain which happened later to France, Germany, and 


the United States, and quite recently to Canada, which has 
not yet happened to under-developed countries. That some- 
thing has been called ‘the industrial revolution’, and _ its 
product was progress. In so far as countries have not ex- 
perienced this progress, they are under-developed and must 
be assisted. But the nature of this progréss and its ap- 
plicability to societies with different standards and different 
goals are rarely examined. Professor Frankel wrote con- 
cerning the authors of the UN report on Measures for the 
Economic Development of Under-Developed Countries: ‘™ 
them progress is clearly progress; if it cannot be clea 
seen or sensed (and reading the report one almost gets the 
feeling that it really can be), it can, at any rate, be measured 
in terms of national income aggregates or averages and the 
like’. 

In some cases a politician might argue that an under- 
developed country is easily defined as one in which there 
is starvation, under-employment, and political discontent 
arising from a low standard of living. But all these have 
been observable in admittedly developed countries at one 
time or another since they experienced the transformation. 
Were the politician to insist that a country was under- 
developed if the amount of capital equipment was small, he 
might be on firmer ground, except that ‘under-developed’ 
is a term which suggests its own remedy. If an under- 
developed country is to be defined in terms of capital equip- 
ment, this at once suggests that under-developed countries 
have too little capital equipment and ought to have more 
in the shortest possible time. 

While this is probably what most people have in mind 
when they use the term, the problem has already become 
seriously over-simplified. The term itself should not suggest 
any remedy, and should certainly not suggest that large- 
scale foreign aid from the governments of ‘developed’ 
nations is an automatic solution to the problem. More 
capital formation according to gigantic planning and deve- 
lopment programs is certainly what government planners 
have in mind when they join the clamoring for more and 
more capital aid from international organizations, from 
international banks, and from Colombo plans. 

The unfortunate fact is that the program of a govern- 
ment may have little relation to the economic needs of 
the country were due regard given to the capabilities and 
socio-political desires of the people. The ideas of politic * 
leaders are liable to be dominated by a confusion of p: 
sonal requirements picked up in visits to Europe or the 
United States, or influenced by an inferiority complex or 
by national pride. 
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Since no economy perfectly satisfies the desires of the 
__-ple, economies will and ought to change. They are, in 
fact, changing. Without great plans, individuals, even 
governments in under-developed areas, will make changes, 
build factories or roads, quietly, but slowly, altering the 
fundamental nature of the economy. It is not with such 
changes that we need concern ourselves here. They will 
take place eventually. We are concerned with the demand 
for sudden change or rapid progress under the direction of 
modern-minded national leaders who will direct the energy 
of the people and lead them whether they will or no. 


The best, or worst, example of a plan for industrializa- 
tion which took nothing at all into consideration except a 
vague idea that there ought to be cities with factories, ports, 
railways, colonizing of open areas etc. regardless of cost or 
of the capacity of the nation to digest these changes was 
Sun Yat-sen’s The International Development of China. In 
the introduction he carefully explains: 


And last but not least, a‘ warning must be given 
that mistakes such as the notorious Sheung Shun Hwai’s 
nationalized Railway Scheme in 1911 must not be com- 
mitted again. In those days foreign bankers entirely 
disregarded the wili of the Chinese people, and thought 
that they could do everything with the Chinese Govern- 
ment alone. But to their regret, they found that the 
contracts which they had concluded with the Govern- 
ment, by heavy bribery, were only to be blocked by 
the people later on. Had the foreign bankers gone in 
the right way of first securing the confidence of the 
Chinese people, and then approaching the Government 
for a contract, many things might have been accom- 
plished without a hitch. Therefore, in this Interna- 
tional Project we must pay more attention to the 
people’s will than ever before. 


.ais is sheer confusion of thought. Here is a country whose 
leader, crying out for development, for capital from abroad, 
complains that foreign bankers did not first secure the con- 
fidence of the Chinese people. Sun was at least astute 
enough to recognize that this confidence was necessary, al- 
though he was too conceited to see that he was making a 
mistake identical to that of the bankers, for, in the rest of 
his work he shows that at no stage did he consider the 
‘people’s will’—at no stage did he ever attempt to discover 
it. 

The economic basis for capital 
governmental or private, rests on the simple supposition 
that people do not, or can be prevented from, consuming 
their entire production in the period in which it is produced. 
People save or can be made to save, and the resources thus 
released are put or can be directed towards the creation 
of capital goods. That this is not done on a scale to satisfy 
either government officials or, sometimes, the people, is the 
problem of the under-developed areas. There are several 
types of solution to this situation. 


development, whether 


The first tends to be popular because it seems simple 
—government direction by planning. The second, on the 
other extreme, is unpopular because it seems wasteful or 
time-consuming—private development. In fact, this second 
alternative is usually not practical, since the conditions which 
have kept the country under-developed have been just those 
conditions which argued against the practicality of private 
development. The middle course is complex and difficult, but 
practical: government creation of institutions, both legal and 
economic, which make private investment possible, govern- 
ment investment in limited large-scale projects, and govern- 
ment encouragement of limited but practical foreign in- 

astment. 
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Under the heading ‘Steps the Government Might Take 
to Increase the National Income’, J. S. Gould of Thailand’s 
National Economic Council, described the first step as 
follows: 


Continue the active promotion of integrity and 
efficiency in public administration at all levels of gov- 
ernment, the maintenance of internal law and order, 
and the adequate protection of life and property. That 
is . basic. 


One of the simplest of explanations as to why an industrial 
revolution has not happened in under-developed countries is 
to be found in the political and social conditions that there 
exist. In China, for example, there was no tradition of law 
which could be used to protect property from officials. 
Again, in China, there were constant wars, with a resulting 
unstable monetary system and personal insecurity which 
easily explain why China was not quickly industrialized— 
an explanation more realistic in this case than Nurkse’s 
argument concerning the lack of market. It is significant 
that those industries which were developed, even by the 
Chinese themselves, were concentrated in the treaty ports. 
Tawney summed up the Chinese problem by commenting: 
‘(The possibility of development) depends upon a change 
in the mentality of the Chinese people’. 


Unfortunately such countries are among _ the loudest 
clamorers for foreign assistance. They desire a condition 
of life which their own system of law and administration 
would not allow to develop, even if started through foreign 
assistance. Japan early understood the problem, and even 
in the Tokugawa Period had built up a framework of econo- 
mic institutions which allowed the development of the 
Meiji Era to take place with such relative rapidity—although 
not as rapidly as some planners today think possible in 
areas more under-developed than Japan in 1800. 


This then is the first and most important problem in 
the task of capital formation. The people and their gov- 
ernment must show their desire for development by creat- 
ing political stability, rule of law, honesty in administration. 
These are minimum conditions; there are others. In the 
ECAFE Working Party Reports. on the mobilization of 
domestic capital, an important section is entitled ‘Measures 
Being Taken and Experience of Countries Encouraging 
Mobilization of Domestic Capital’. Institutional changes 
have included the creation of proper banking facilities, 
central banks, cooperative and farmer’s banks, and govern- 
ment industrial banks. Such creations are designed both to 
encourage savings and to provide funds for sound private 
investment. A fairer tax structure with special considera- 
tion for business investment expenditures is typical of some 
countries, and an effort seems to have been made to insure 
stability, a sound banking and currency system, together 
with encouragement for industry. 


While this may make possible domestic private invest- 
ment, it does not actually create that investment. Indivi- 
duals will still only invest when it is profitable. There are 
two limitations: one is the market, the second is the ability 
and technical know-how of the native capitalist. The Bank 
of Ceylon in its annual report states frankly: 


It is disconcerting, for example, to find that in 
1951, when economic conditions were decidedly favour- 
able for expanding production, the volume of new capital 
investment in the private sector was not large. There 
are many profitable avenues for private enterprise, and 
capital is available, but Ceylonese do not enter them 
for lack of experience and training. 


Under these circumstances two courses are open. The 
government can urge foreign direct investment or it can 
recruit foreign technical advisors—‘recruit’ is hardly the 
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word, in these times—‘grab them as they go by’ would be 
more appropriate. Immediately after the restoration, Japan 
used the latter method almost exclusively; it had > little 
choice. Those countries which fear domination or political 
consequences from direct foreign investment will also tend 
to prefer temporary hiring of technicians. Obviously this 
fear of direct foreign investment works both ways—the 
foreigner may be nervous about risking an investment in 
under-developed countries; the history of such investments 
has not been too happy. It is very reassuring, therefore, 
to notice that both India and Pakistan are beginning to 
welcome direct foreign investment, even when that invest- 
ment is 100% foreign owned. Nehru is' no longer’ the 
socialist in action. Government policy seems to allow the 
free movement of foreign investment and to encourage it: 


1. No conditions or restrictions on foreign capital 
other than those applicable to all other enterprises. 


2. Foreign interest may earn profits subject to 
regulations common to all business in India. 

3. If and when a foreign-owned’ enterprise is 
acquired compulsorily, compensation will be paid, and 
adjudicated in a Court of Law. 


4. Relaxation of exchange restrictions on the re- 
patriation of capital and profit. 


5. If genuine attempts are made to associate 
Indian capital in a new enterprise fail, the Government 
will sanction 100 per cent foreign ownership. 


Direct investment can be more valuable to an under- 
developed country dollar for dollar than indirect investment. 
Direct investment implies the sending of technicians or 
managers as well as capital into the country. In addition 
to the direct, economic advantages of such an investment, 
the under-developed country gains the services of trained 
technicians, who will, under normal circumstances, pass on 
much of their knowledge and skills to the native employees; 
it gains experienced entrepreneurship, which is something 
more than technical know-how; and, finally the foreign firm 
will be taking the risks, risks which the under-developed 
country might not itself be able to bear. 


The difficulties of foreign investment in under-developed 
areas are similar to those faced by domestic investors coupled 
with the additional problems created by national pride and 
anti-foreignism—a tendency to blame foreigners, if any are 
available, for the economic ills of the country. This is what 
extra-territoriality was designed to overcome. It is a hope- 
ful sign that the Indian Government has severly criticized a 
politician who blamed the unemployment on the industrial 
policies of British entrepreneurs, pointing out that such 
remarks would only scare away other investors and make the 
situation worse. 


The problem of the market is not easy to solve. Ob- 
viously private investors, whether native or foreign, are not 
going to invest unless there is opportunity to sell the pro- 
ducts of the investment. Nurske has cited several instances 
in which foreign firms have opened branches in under-deve- 
loped countries only to be forced to close them when they 
proved unprofitable. He has suggested that the problem is 
based upon the low productivity of the local population and, 
therefore, their low purchasing power. 


* * * * 


The industrial revolution in England came at a time 
of expanding population, but the technical changes were 
stimulated initially by a shortage of hands—not by a surplus 
population. British industry faced an expanding market, 
not only in its growing population, but in its growing world 
trade. More directly, the changes in agriculture, which were 
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concurrent with, but which did not precede, the industr 
changes, were stimulated by the larger markets to be fou. 
in growing urban centers and to the improved transportation 
facilities typified by the canal system. Adam Smith drew 
attention to the importance of cheap transportation; Nurske 
would place it in relation to other factors. 


Cities have played an essential role in providing the 
market which is the stimulus of capital development. There 
are cities in China. There was an expanding population, 
and there was a shortage of skilled workers. Why didn’t 
an industrial revolution take place? 


Supplies could be brought to Shanghai cheaper, in some 
instances, from the United States and South East Asia than 
from the interior of China. We have already examined the 
legal and social situation which discouraged investment. The 
shortage of skilled workers to make, say, textiles for the 
poor of China did not stimulate labor-saving devices because 
the workers in the small domestic industries lacked the skill 
and social discipline to work in more important jobs in 
textile mills. When the Japanese technicians left Shanghai 
in 1946, Shanghai industry suffered. 


The English of the eighteenth century had training in 
all the facets of modern economic endeavour except, per- 
haps, the actual handling of the new machines or the new 
system of steam power. This was not the case in China, 
and sudden advantage of the growing cities and population 
could not be taken. There is nothing to suggest that the 
market did not exist for further, but admittedly limited, 
development. 


In a brief article entitled to Industrialise ... .’, 
O.W. Roskill states: ‘Production for ‘the market—impor+t 
replacement—is a common development in Australia, Ind 
Pakistan and other big countries’. Where such opportuni- 
ties exist, they are the obvious first step in any program of 
capital development. 


It is true, however, that in some cases, British North 
Borneo for example, the market may not exist. Here Nurske 
advises ‘balanced growth’. But the nature of this ‘balanced 
growth’ should not be considered until the more funda- 
mental question of ‘Should there be a balanced growth?’ 
is answered. It is true that international specialization 
cannot be carried to the same extremes as in the nineteenth 
century—the world economic and political situation is not 


as nicely balanced. It does not follow, however, that every 


economy should be ‘balanced’ and that the solution to the 
problem of an inadequate standard of living cannot be found 
in increased productivity in primary occupations. At this 
point we have returned to our initial. question as to the 
nature of ‘development’ and ‘progress’, because, in the case 
of the Borneo native, he would prefer to be left alone— 
but protected. 


Increased productivity in basic industries, especially 
agriculture, may be the way in which the market for 
industrial products can be created. The East is not suffering 
from over-production of food, and better techniques and 
marketing organization might well be the first step to higher 
standards of living, the steps being as follows: increased 
agricultural productivity and marketing techniques will mean 
a higher income to the farmer and the middleman depend- 
ing upon the distribution of that income; this will lead to 
greater purchasing power. If the additional income is. all 
spent on consumption goods, the new market is created, but 
not the domestic means of satisfying it—although foreign 
capital would be attracted; if all is saved, private invest- 
ment may not be encouraged for lack of market. Gover: 
ment policy can encourage certain lines of action, by taxa. 
tion policy, by creation of savings banks, by propaganda, by 
bond drives, and by education. 
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There is no reason why, under certain conditions, or- 
nary citizens cannot be expected to take the initiative and 
make relatively large investments. Perhaps the best single 
example of such investment divorced from government aid, 
government interference—but not government advice—is to 
be found in the mechanization of the Hongkong fishing fleet. 
It is the working fisherman himself who has decided to buy 
the engine, and he has borrowed the funds from fish dealers 
and from the importer of the engine. The role of the gov- 
ernment has been confined to that task it would perform 
in a developed economy: it has created the right atmos- 
phere. In Hongkong the colonial government made in- 
formation on engines available to the fisherman; it provided 
a marketing organization—financed by the producers—which 
would insure the fisherman a fair living; and it offered to 
supervise the payment of the loan as a measure designed 
to lessen the risk to the foreign lender. Finally, the fisher- 
man having decided to mechanize, the government provided 
a school for marine instruction. But the decision remained 
the fisherman’s, and the sources of his investment capital 
were mainly private. This is an example of that slow, piece- 
meal, stage-by-stage development which is the safest and 
surest way to a higher standard of living for the people 
of under-developed areas. 


There are two further direct ways in which the govern- 
ment can encourage private investment. The government 
can plan public works which it either allows private firms to 
construct, or which it actually handles itself, buying certain 
of its supplies from private firms. The Japanese Govern- 
ment’s special relations with the Zaibatsu, even to the extent 
of selling them certain government industries at a low price, 


_was responsible for their great initial development and in- 


easing power. If native industry is having difficulty in 
_umpeting, or even in starting to compete, with foreign firms, 
such an assured market may be what is necessary for their 
development. The danger is, of course, that the needs of 
the government may be of a temporary nature, and by their 
encouragement of certain industry, they may distort the 
industrial pattern of development, causing future economic 
losses. 


A criticism which is often laid against the industrial 
revolution in England is that it was wasteful and that it 
left unnecessary scars, which marred the beauty of the Eng- 
lish countryside. Perhaps this was excusable in those days, 
when, if laissez-faire had not existed, it would have had to 
have been invented—for no one knew what was going on, 
let alone how to control it. This is not, many suppose, the 
situation today. Industrialization need not be allowed to 
take its slow and erratic course. Industrialization of an 
under-developed area can be planned by the individual 
government concerned. 


The first point to observe is that government planners 
are not infallible and have problems of their own. In 
Burma and Ceylon, MSA counterpart funds are lying idle 
because the governments cannot think out proper develop- 
ment projects in which to use them. India’s five-year plan 
cannot be completed because of insufficient foreign aid—the 
collapse of raw material prices is one reason; scarcity of 
capital in other Commonwealth countries is another. 


There may develop a confusion in planners’ minds as 
to whether they are making a blue-print of what they con- 
sider to be the ideal society or what they know to be prac- 
A plan is often only a 
jllection of the wishes of various ministers from various 


“departments. When a collection of these wishes is added 


together to include all in British Asia, it is called “The 
Colombo Plan’. 
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To cite one example, the Colombo Plan called for the 
elimination of technical ignorance, and provisions were made 
for 1,300 experts to be employed. Actually only 188 have 
been utilized to date. 

Professor Frankel in his The Economic 
Under-Developed Societies comments critically: 
dency to regard development of under-developed 


Impact on 
‘The ten- 
countries 


as the function of planners engaged in a kind of intellectual 


exercise pervades the whole report’. (He refers to the U.N. 


report mentioned above). He adds: 


. . . development depends not on the abstract na- 
tional goals of, and the more or less enforced decisions 
by, a cadre of planners, but on the piecemeal adapta- 
tion of individuals to goals which emerge but slowly 
and become clearer only as those individuals work with 
the means at their disposal; and they become aware 
in the process of doing, of what can and ought to be 
done next. 


Pakistan recently employed a collection of the best 
minds in Swedish architecture and town planning to design 
the Greater Karachi. While it is a fascinating product of 
the minds of highly qualified men, it has little to do with 
what the Pakistanis can afford in the rebuilding of their 
capital. 

In the concluding chapter 
Labour in China, Tawney says: 


of his brilliant Land and 


... there is a divergence between principles and 
practice, programmes and performance, words and acts, 
which at first perplexes even a v.sitor accustomed to 
such contrasts .... he learns that nothing is being 
done, that no one is very sanguine that anything will be 
done, that there is little of the finance or trained ad- 
ministrative personnel required to do it, that the last 
official concerned in the business was not wholly above 
suspicion in the matter of money, and that his successor 
cannot visit the areas most needing attention for fear 
of being kidnapped. 


Some plans are grandiose and impractical; others are 
within the range of possibility, but are not necessarily de- 
sirable. When Korea demands that the United Nations 
build her a textile industry, it may be because she needs 
one, but it is more probable that national pride causes here 
to dislike buying from Japan. 


Planning is made difficult by the nature of the calcula- 
tions which planners must make. They must know the na- 
tional income, and they must predict its magnitude and com- 
position for several years ahead. In under-developed areas 
all this presents problems. Statistics are not readily avail- 
able, and the value of the national income often depends 
upon factors over which the planners have no control— 
especially the price of primary products. Thus development 
plans in British North Borneo and the Federation of Malaya 
have received a check in the form of a sharp fall in the 
price of rubber. The difficulty works both ways—Shell has 
developed the Brunei oil fields.) What happens when the 
planners under-estimate? 


Brunei is the prime proof that it is not lack of capital 
funds alone that prevents development. Brunei has_ the 
sterling—even the dollars, if necessary, to carry out any 
sort of investment program. The first effect of the oil field 
development was a serious inflation coupled with a dis- 
location of what production there had been. The workers 
of Brunei were attracted to the oil fields. Development 
plans were made, but orders were slow in being fulfilled, for 
manufacturers do not have unlimited capacity. And then 
who was to supervise the new developments? Obviously the 
people of Brunei were not properly trained, but the ruling 
Malays did not wish to see high paying jobs pass to for- 
eigners, and especially not to Hongkong Chinese. They 
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actually considered holding up any development program 
unt.] a sufficient number of Brunei Malays’ should be 
educated and capable of handling everything themselves. 
Finally a decision was made to go ahead on a limited scale. 


Then came the specific problems of planning—problems 
which have resulted in making Brunei Town the scene of 
utmost confusion—a new hospital built in the hottest section 
of the busy town, hastily designed office buildings, argu- 
ments over the need for hotels, air fields, mosques—ques- 
tions of priority. There is no certain answer to any of 
these problems; there is no one answer to the question 
‘How do you develop a country?’ And only _ recently, 
Brunei, deciding that it had more money than it knew what 
to do with, has made a present to British Borneo and 
Malaya for development purposes. 


The ground-nut scheme is too famous for further dis- 
cussion, but other African schemes have failed. Railways 
have been built without purpose, and after years of colonial 
development, ‘Not one of the six British territories, from 
Uganda to Southern Rhodesia, is now 
food’. We have already mentioned the futility of Dr. Sun’s 
grand scheme. 


* * * * 


Finally, there is the government of the Communist state. 
Perhaps they are capable of planning, because, so it is said, 
they know what they want and where they are going. They 
do not, however, necessarily know in what sequence to at- 
tack the problem, and they too have the basic difficulty of 
allocating scarce resources among their many _ grandiose 
development projects. It is the same problem, eased some- 
what by the power of the state. 


Political, or police power makes one side of the deve- 
lopment problem simpler for the Communist state. It can 
force saving. Usually this takes many lines, but basically, 
people are discouraged from consuming. When the com- 
munists took over China, they faced a population that had 
not dared to save during the hyperinflation of the fapi and 
gold yuan. The Communists made it possible for a think- 
ing man to save by creating deposits of constant purchasing 
power. Then there were the bond drives, the most recent 
of which is still, in the first part of 1954, going strong. 
These bond drives, although nominally for voluntary sub- 
scription, take on the force of compulsory purchases. Con- 
sumption is discouraged directly by Communist youths who 
spy out excessive purchases of consumption goods and re- 
port the buyers, who are then persuaded to deposit their 
money in the People’s Bank. Income may even be attacked 
at source, and workers are encouraged to forgo bonuses; 
they are discouraged from demanding pay increases. And, 
of course, the taxation policy is directed with national in- 
vestment requirements in mind. 


Capital investment continues, however, to present cer- 
tain difficulties. First there is the same lack of skilled 
labour which is apparent throughout the under-developed 
areas. China has tried to overcome this in the past few 
years—the result: 


“Students and teachers have been very energetic 
and studious and a great improvement has been wit- 
nessed in every way. But at the same time the defects 
in the past three years’ work have also become more and 
more obvious. This is shown mainly in the develop- 
ment of colleges under blind adventurism, in the em- 
phasis on quantity not quality, rash requirements, too 
much attention to the requirements and too little to 
conditions of possibility, as well as actions taken which 
exceeded subjective capabilities.” 


As for priority, the restoration of investments destroy- 
ed by the Civil War were obviously essential—railways, 
irrigation, dykes, industries. Labor for these projects, but 


self-supporting in - 
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not skilled labor, can be recruited by methods not availal 
to other under-developed countries. There is great under 
employment in under-developed areas, especially on the 
farms, and these under-employed persons the Communists 
collected, and they worked with simple hand tools on great 
investment projects—a sensible solution in a capital-scarce 
economy. 

Increased output by increasing the marginal produc- 
tivity of workers is the first step in development. 

In agriculture the planners were not so_ successful. 
Famine continued to upset their calculations, and they 
faced the problem of people with ideas of their own. Again 
political power enables the Communists to make changes in 
organization and production methods, which, in another en- 
vironment, might take a generation or more. 

The need for foreign aid in capital formation is present 
in Communist China, and, as in other areas, the rate and 
direction of economic development, depends upon the nature 
of the capital received from Russian and from other com- 
munist nations. An authoritarian state cannot develop with- 
out reference to economic problems; it only finds those 
questions easiest which concern relations with people and 
the decisions of individuals, for these can be directed. 


* * * * 


The rate of capital development depends upon _ the 
course the planners take. They may attempt too much 
with resulting waste; they may miscalculate the market— 
especially in the field of heavy industry—resulting in wasted 
capacity; they may strain the loyalty of their people, re- 
quiring a switch from capital formation to the production 
of consumption goods; or war may destroy that portion 
the national income reserved for investment. And, final, 
development is limited by the technical abilities of the 
population. An industrial tradition takes training and time 
to develop. Without it, progress will be slow, will depend 
almost entirely upon foreign guidance, and will be subject 
to the willingness of the foreign power to continue to sup- 
port the country’s capital development. 

The assumption underlying much of the planning in 
under-developed areas today is that Western powers are 
rich in capital goods and should share them out to under- 
developed areas so that they too can become rich. We have 
tried to show that this embodies two dangerous fallacies. 
The first is failure to realize that capital remains scarce, and 
that Western nations, under the present world political 
situation, must continue to develop, must continue capital 
development at the same time they are undertaking vast 
defense responsibilities. 

The second fallacy is that under-developed areas can 
absorb unlimited quantities of capital or that they cannot, 
on their own or with limited foreign, private assistance, 
bring about their own development at a pace more com- 
patible with their abilities. The governments of under- 
developed areas would be well advised to concentrate on 
creating a society in which private development is possible. 
This implies first of all the providing of technical educa- 
tion, on which point alone the Colombo Plan has stumbled. 
It also implies institutional changes, and changes in the at- 
titudes of peoples. This is certainly a long range under- 
taking, and one which should only be attempted after realiz- 
ing that fundamental changes are being made in the nature 
of the society, that these changes are not a priori an un- 
qualified good, and that they should be considered critically. 
Finally it implies that the government will have to under- 
take some investment, as governments always have, but th 
investment should be planned carefully, with due regard 
the capacity of the nation and its people, and with due 
regard for the claims of other nations on the limited supply 
of capital available for use in the free world. 
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ECONOMIC REPORTS FROM THE UNITED STATES 


By E. 


RAILWAYS IN U.S.A. 


Railroads in America are, and always have been, run 
as private enterprises, controlled, but not managed, by 
Government. Prosperity of railroad enterprise is closely 
allied with the general economic level of the country and 
industrial activities. The excellent results attained by rails 
in the period of 1951-1953, divulge a recession at the cur- 
rent moment. The peak of railway earnings was hit after 
the close of August of 1953. But from that period onward 
railroad stocks receded in trading on the New York Stock 
Exchange. 


The railroads are presently undergoing the first test 
since 1949 of their ability to control expenses and maintain 
earning power in a period of business readjustment. Their 
past record in this respect has not been a particularly happy 
one, says the Shearson Hammill & Co. Research Bulletin. 
In recent years, however, most of the railways in this country 
have spent lavishly on new equipment and on improvements 
to roadway properties. Also in recent years, most of the 
carriers have set up strict budgetary controlling systems. 


“™ now remains to be seen just how efficacious these mea- 


ires will prove to turn out. During the late months of 


~ 1953, as well as in the opening months of 1954, rail traffic 


has run about 10% below year-earlier levels. This reduc- 
tion in itself is not of an alarming nature, since the entire 
American economy has receded from its peak about 10%. 


Traffic declines have not been uniform throughout the 
industry. Also there is a wide difference in the ability of 
the individual roads to control their expenses. This is 
characteristic of the industry and accounts for the wide 


Last quarter 1953 vs. 1952 


Transp. Ratios 


I IT Ill 1953 
10.2% 60.5% 158 . 6% 33.3% 
6.6 46.3 98.2 40.5 
Chi. & No. West... 9.8 35.8 41.7 43.7 
Rock Island... 14.4 36.1 52.8 37.0 
11.3 15.4 45.9 29.9 
Great North. 3.2 50.5 32.1 
Kansas, C. So. .... 9.6 41.2 117.7 29.2 
Louis. & Nash. .. 6.8 17.1 61.1 34.5 
N.Y. Central , 8.2 48.7 63.9 44.0 
Pennsylvania ...... 12.7 79.3 54.1 44.4 
Southern Ry. 5.2 20.0 108.6 31.1 


(a) Net operating deficit. 


Explanation of column headings: 
I—Percentage decline in gross revenues. 
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come. Moreover, fundamentally, more important than the 
actual operating income for any particular month is the 
means by which the operating income was realized. A road 
that continues heavy maintenance outlays at the expense 
of earnings during a temporary lull in business may well 
be doing a far better job for the shareholders than a com- 
pany that is supporting reported earnings through a sharp 
reduction in maintenance. From this it need not be inferred 
that American railroads collectively or individually are re- 
miss if they curtail their maintenance outlays in the current 
business readjustment; they should be cut back in line with 
traffic levels and the degree of utilization of property and 
equipment. 

In the succeeding tabulation (drawn up by Herbert F. 
Wyeth of Shearson Hammill & Co.) it is shown what per- 
tinent ratios for a few selected roads for the last quarter 
of 1953 and January, 1954, were. It is still, of course, 
too early to draw therefrom definite conclusions, for one 
cannot yet conclude what earnings for the full year 1954 
might be. 


Fundamentally the most important consideration is the 
ability to control the transportation costs as traffic falls 
off. If this key ratio can be held within reasonable bounds 
other major cost element, maintenance, is flexible and— 
within limits—subject largely to management initiative. 
Even with a revenue decline of close to 10% Kansas City 
Southern was able in the last quarter of 1953 further to 
reduce its already low transportation ratio. Two others, 
Great Northern and Southern, had the same transportation 
ratios as in the like interim of 1952 and three, Louisville & 
Nashville, Denver Rio Grande and Northern Western, held 
their transportation ratio increases to less than one point. 


January 1954 vs. 1953 
Transp. Ratios 


1952 I II III 1954 1953 
30.2%, 17.3% 63.9% 97.9% 35.8% 30.6% 
38.6 14.5 9 29.5 42.9 39.5 
42.8 12.0 (a) 61.0 51.0 47.1 
35.2 15.0 62.8 93.5 40.4 34.6 
29.3 15.6 24.9 47.8 33.2 30.6 
32.1 14.0 (a) 97.8 48.6 40.6 
33.2 6.1 16.9 42.8 37.2 36.7 
30.0 20.1 30.8 53.2 30.7 27.6 
34.0 9.1 25.5 60.8 36.9 35.4 
41.1 13.8 (a) 45.4 47.9 44.0 
40.7 15.4 85.7 41.6 46.8 43.0 
31.1 12.8 41.1 17.4 33.6 31.8 


Il—-Percentage decline in net operating income before Federal income taxes. 
IlI—Proportion of drop in gross revenues carried through to net operating income before Federal income taxes. 


differences there will be, over an extended period, in the 
price action of individual stocks. It points up the vital 
necessity for selectivity in making commitments in the rail 
group. 

Railroad earnings, as they are published in the press, 


T° not supply an accurate picture of the progress being 


1ade by any individual railroad. The net earnings reported 
may be distorted in any given period by tax considerations 
or by extraordinary, and non-recurring, non-operating in- 


ALUMINIUM 


It will be a surprise for many readers to learn that 
the output of aluminium in the United States last year 
surpassed the production of copper and that it is now 
second only to steel in the metal field. 


Very few large industries are able to match the im- 
pressive growth made by the American aluminium industry 
since the outbreak of the Korean war in June, 1950. The 
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U.S. expansion program alone, calling for more than 100% 
increase in capacity over early 1950 (from about 725,000 
tons to 1% million tons annually) is 85% completed, and 
the remainder will probably be finished this year, writes 
“United Business Service”. Canadian aluminium produc- 
tion, 41% of which came to the United States in 1953, also 
is being enlarged substantially. 

In considering North American production of Alu- 
minium, we find the following quantities (in thousands of 
short-tons) : | 
1953 (est.) 


1946 1950 
Alumin. Co. of America ........ 293 353 601 
Reynolds Metals Corpor. ........ 93 217 333 
Kaiser Aluminum Corp. ........ 23 148 318 
p 194 396 539 
North America’s total ........... 603 1,114 1,791 


Anaconda Copper Co., with productive capacity of about 
55,000 tons, will soon join as the fourth U.S. primary pro- 
ducer. Harvey Machine Co. probably will add another 
54,000 tons, and Olin Industries and Wheland Company may 
enter the field later, adding possibly another 100,000 to 
150,000 tons per year. In face of continuing very large 
military needs, more and more aluminium is becoming 
available for civilian use. Even though the. industry has a 
non-cancellable five-year contract for the Government to 
acquire up to 45% of total output, phenomenal growth in 
the employment of aluminium makes full recourse to this 
‘support’ unlikely. Big strides are being made in use of 
aluminium in construction (40% gain in 1953), autos 
and trucks, electrical equipment and appliances, packages 
and shipbuilding. Optimism is generated by the belief that 
the industry is just commencing to scratch the surface as 
far as the potential uses of the metal are concerned. Pros- 
pects are that the U.S. output will increase to nearly 1% 
million tons in 1954, while the Canadian total should exceed 
550,000 tons. 

All the aluminium producers make it their policy to 
quickly amortize expansion costs; therefore net earnings will 
be curtailed over the next few years. Yet, a stake in this 
field should work out well for investors with patience. 


Aluminum Company of America (Alcoa), the leading 
concern, owns vast bauxite reserves, a steamship line, power 
plants, smelting facilities and rolling and fabricating plants. 
In 1954 some $65 million will be spent on new plant con- 
struction, making a total of $450 million in the post-Korean 
period. Higher taxes, costs and accelerated amortization 
are taking a big bite out of earnings. Production now is 
exceeding sales, thus building up inventories; but demand 
should catch up. Present prices yield slightly over 2% on 
the stock, though the long-term picture is good. 


Aluminium Ltd. has most of its interests in Canada, 
where it is the world’s lowest cost producer of aluminium. 
The first unit of the new development at Kitimat (B.C.) 
is nearing completion. The extensive program of expansion 
has concentrated chiefly on smelting facilities. Heavy pro- 
perty amortization charges are keeping current earnings 
down for the time being. The stock pays $2 dividend and 
yields about 3% interest. 

Kaiser Aluminum & Chemical Co., with a 130% post- 
Korean expansion, has had large starting-up expenses, and 
there are still some ‘bugs’ to be taken out of the new plants. 
Currently the concern works under capacity. This fact, 
combined with heavy amortization expenditure, will hold 
reported earnings down. On the $1.30 dividend the stock 
is yielding about 4%%. 

Reynolds Metals Corporation is a solidly built up con- 
cern, conservatorily managed and with good prospects. 

Kennecott Copper Corporation recently bought about 
12% of all outstanding shares in Kaiser Aluminum, but does 
not intend to actively produce that metal itself. Kennecott 
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had excéssive cash reserves and wished to utilize these ~ 

a sensible manner. Apparently it deems a multi-millic 

investment in aluminum well worth while, trusting in future 
developments. 


ITEMS OF GENERAL INTEREST 


Aircraft shares continue to boom. Shares of Boeing 
Aircraft Co. rose in value recently to the extent of $7 
within a week. Lockheed Aircraft announces sales of a new 
high, namely $820,467,000 for 1953, which sum represents 
87% increase over the $438,122,000 for 1952. Net earnings 
of Lockheed for 1953 aggregates $15,462,000, equal to $5.79 
a share, compared with $9,058,000 or $3.43 per share the 
preceding term. This excellent result was attained in face 
of the company’s heaviest tax load in history. A total of 
$32,800,000, more than twice net earnings, was provided for 
Federal Income taxes for the year 1953. 

It is interesting to learn that as many as 50 million 
cans are manufactured daily in America to~stock the coun- 
try’s pantry shelves, actually a gargantuan job. Basically 
the U.S. steel industry is chiefly concerned, for steel sheets 
are the material which makes up the can. The electrolytic 
tin plate lines see 4 million tons of steel ribbon passing 
through within one year. Each ribbon is coated on both 
sides with a -.00003 inch layer of tin that protects the 
country’s food. 

While the largest mail order house, Sears Roebuck & 
Co., showed increases in its 1953 net earnings, there was a 
falling-off in Montgomery Wards net for the year ended 
January 31, 1954. Expressed in figures Ward’s net profits 
amount to $41,195,000, equal to $6.12 a common share; this 
compares with the previous term’s earnings of $49,593,00° 
or $7.41 a share. It ought to be interjected, howeve 
that the latter result includes a tax refund of $4,880,000, 
which did not re-occur this year. The company’s sales in 
the last term were slightly under 1 billion dollars. Its liquid 
assets and general standing continue excellent. 

Distinct progress remains the watchword of Standard 
Oil Co. of California. Its net income for 1953 amounted 
to $189,453,000 ($6.61 a share), versus $174,030,000 for 
1952 ($6.07 a share). Oil production of the company 
amounts to 5% of free world’s output. In 1953 Standard 
spent $79,000,000 on exploration in 1953, $71,000,000 for 
oil-field development, and $74,000,000 in other branches 
of its business. Sales in 1953 aggregated $1,080,425,000. 

At previous occasions I expressed the opinion that I 
could not see copper producers to do worse, as long as 
copper prices remain up near 30 cts. This theory has 
proved correct, judging by the fact that the largest copper 
miner, Kennecott, shows net results for 1953 of $88,754,000 
or $8.20 per share, versus $86,151,000 or $7.96 a share 
for 1952. Kennecott’s output is derived to the extent of 
70% from mines in the United States and 30% from abroad. 
Anaconda, on the other hand, obtains its ores to the tune 
of 60% in foreign lands (chiefly Chile), while the third 
copper producer, Phelps Dodge, mines its ores entirely within 
the home country. 

Demand for new autos, as well as demand for steel, 
is on the increase. The approximate number of unemployed 
at the beginning of April is about 3,500,000, which is neither 
abnormal, nor alarming. Business failures continue to mount 
and are about 35% above a year ago. Since railways are not 
too prosperous at this juncture, it is not to be wondered at 
that orders for new locomotives now do not exceed 520, com- 
pared with about double that figure a year ago. In order 
to partly compensate for this year’s tax reductions, it wi!’ 
be necessary to raise the country’s debt limit from $2' 
billion. The House has already passed such a measure, ana 
it now remains for the Senate to move in the same direc- 
tion. 
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THE ECONOMY OF 
THE PHILIPPINE REPUBLIC IN 1953 


The year 1953 was characterized by rising wholesale 
prices accompanied by slightly declining retail prices, in- 
creasing agricultural production, sustained industrial activity 
as manifested by the augmented number of industrial es- 
tablishments and the increased paid-in capital thereof, rising 
bank resources in the face of diminished collections and 
declining bank deposits, a very much reduced unfavorable 
balance of trade with the likelihood of a favorable balance 
of payments position owing largely to reductions, through 
controls, of the importation of consumer goods and non- 
essentials. The increase in the volume and value of prin- 
cipal exports and the increase in bank credits are reflected 
in the slight increase of the money supply; the decline in 
demand deposits was more than counterbalanced by the in- 
crease of notes and coins in circulation. This situation also 
is reflected in the increase of the international reserves 
which reached a lower level in July, but rose again up to 
the end of the period under review. 

The most encouraging feature in the domestic situation 

is the increase of agricultural production which, on the 
ggregate, topped the previous year’s record by 6.7 per 
ent. Especially worthy of note is the attainment of self- 
sufficiency in rice, the national food staple, which shows 
that in 1953, there was a surplus of 76,217 metric tons over 
and above the‘total rice requirements. There are also sur- 
pluses in such food crops as fruits and nuts, beans and 
vegetables and other food crops. The problem of surpluses 
in agricultural food items, especially in rice, is quite as diffi- 
cult, if not more so, as that of deficit, requiring as it does 
proper processing, efficient handling of the surpluses from 
the producing to the consuming areas, and proper storage, 
if the surpluses are not to depress the market and cause 
undue hardships among the producers. 

The remarkable increase in agricultural production has 
been accomplished largely through the use among a large 
section of farmers of improved irrigation facilities, more 
fertilizers, and better methods of pest and disease con- 
trol. 

Worthy of special mention is the increasing indus- 
trial activity during the year under review, manifested by 
the increase in the number of new corporations organized 
and the appreciable rise in paid-in capital, compared to that 
of the year preceding. There has also been a remarkable in- 
crease in mineral and timber production, although a slight 
slump occurred in construction work in Manila and_ the 
suburban areas. Apparently, the increased industrial tempo 
has been due, not so much to increased bank credits, as to 
the beneficial effects of import and exchange controls and 
the dishoarding of savings among individuals, which is re- 
flected in the remarkable increase of notes and coins in 
circulation in the face of an appreciable drop in demand 
deposits. 

The economic and financial prospects for 1954 appear 
bright, dependent on certain strategic conditions. The trade 
‘alance will be less adverse if the state can continue to 
old the line on consumer goods and non-essentials and if 
the world prices of Philippine principal exports will maintain 
themselves at present levels. It is likely, however, that in 


view of the disgorging of inventories in the U.S. owing 


largely to the cessation of Korean hostilities, the prices of 
primary exports will drop. Bank credits for industrial pro- 
duction will continue to be tight unless a more liberal policy 
could be adopted for the support of industrial development, 
especially new enterprises that will utilise increasing amounts 
of local raw materials. A coordinated and well-balanced 
investment program, taking into account private investment 
needs as well as the use of public funds for permanent im- 
provements and imperative development projects, would help 
tremendously toward the most effective utilization of avai- 
lable investible funds. 


PRICES. Wholesale prices during the year 1953 ex- 
hibited a slow, downward movement during the first quarter, 
after which they moved slowly upward and eontinued to do 
so until the end of the year, influenced largely by the prices 
of the primary exports. Compared to last year’s movement, 
wholesale prices in 1952 registered a downward movement 
during the first three quarters after which a slow upward 
tendency was observed up to the end of the fourth quarter. 
Retail prices, on the other hand, showed a downward ten- 
dency during 1953 owing principally to the downward pres- 
sure of local commodities. This is in contrast to that of 
the previous year in which retail prices moved downward 
during the first half and then rose up-to the end of the 
year. 


The general wholesale index started with 486.6 (1937=— 
100) in January, reached its lowest in May (465.7), and 
climbed to a peak of 530.0 in October. The wholesale index 
for consumption items, however, decreased from 470.5 in 
January to 435.2 in March, then suddenly increased to 473.4 
in July, and continued to do so until October when it reached 
527.6. The wholesale index for export items behaved dif- 
ferently, starting with 513.9 in January, increasing to 527.9 
in March, then dropping to 498.8 in June after which it 
steadily increased until the end of the year when it rose 
to 537.0. 

The general retail index started with 370.6 in January, 
declined to 348.2 in June, increased to 348.8 in September 
after which it decreased slightly to 343.6 at the end of 
the year. Locally produced products began with 373.1 in 
January, declined to 348.2 in June, went up to 361.6 in 
September, then decreased slightly to 357.1 in December. 
This downward movement in the prices of locally produced 
products during the year is due to the adequate supply 
brought about by the increased output of many new indus- 
tries, and the growth of which has been encouraged by 
import controls and the granting of tax exemptions. 


AGRICULTURAL PRODUCTION. Agricultural pro- 
duction has continued to rise from a level of around six 
million metric tons in 1940 to eight million metric tons this 
crop year, or an increase of 30.2 per cent. The production 
in 1953 indicates an increase of around 504,200 metric tons, 
or 6.7 per cent over that of the previous year. The total 
agricultural production amounted to 8 million metric tons, 
70 per cent of which are food crops, and the remaining 30 
per cent are technical export crops. 


With the actual production and requirements of the 
principal food items for the year 1953, the Philippines has 
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reached the self-sufficiency level with the exception of the 
livestock and poultry products and other minor food pro- 
ducts. This may be attributed not only to the increased 
area planted as a result of the opening of new lands to 
food production, but also to the improved yield per hectare 
arising from the use of improved irrigation facilities, better 
control of pests and other diseases, and the extensive use 
of fertilizers. In the case of livestock and poultry pro- 
ducts, the government, with the aid of the FOA (formerly 
MSA), has started importing pure-bred beef and dairy cattle, 
swine, Indian buffalos and other livestock to promote in- 
creased livestock production. 

The rice crop for the year 1953 which has a totai pro- 
duction of 3.1 million metric tons (or 71.5 million cavans) 
surpassed by a wide margin the 3 million metric tons con- 
sumption requirement, based on 15.3 million rice-eating 
population and 325 grams of rice per caput per day. Corn, 
the second staple food crop with a production of 709,000 
metric tons, failed to meet the requirement of 713,500 
metric tons owing to the decrease in 1953 production, 
whereas coffee and cacao, with increased 1953 output of 
7,000 metric tons, are still far below the requirement of 
14,500 metric tons. 

Other food crops, such as fruits and nuts, beans and 
vegetables and peanuts which were in abundance during the 
year, also surpassed the annual requirements. Root crops, 
on the other hand, show a very slight deficit. 

With regard to meat and poultry products, the total 
production of 262,900 metric tons, compared to require- 
ment, has a ratio of production to requirement of 85.9 
per cent. Fish production is 64.0 per cent of the total 
requirements while that for milk and dairy products is only 
9.2 per cent. 

The total requirements compared with the production 
of principal food crops in 1953 are indicated below: 


FOOD CROPS: ACTUAL PRODUCTION AND 
REQUIREMENTS, 1953 


Ratio of 
Actual Require- Production to 
Production ments requirements 
(M.T.) (M.T.) (Per cent) 
> 6,008,593 6,033,730 99.6 
3,144,000 3,021,600 104.1 
709,500 713,500 99.4 
Scots 436,890 318,500 137.1 
Beans & Vegetables 181,640 101,300 179.3 
Coffee Cacao 7,000 14,500 48.3 
Fish & Fish Products .... 344,000 537,130 64.0 
Meat & Poultry Products 262,900 306,100 85.9 


Milk & Dairy Products .. 9,093 99,300 9.2 


INDUSTRIAL PRODUCTION AND EXPANSION. 
Increase in number and capitalization of new industrial 
corporations, increased production of basic metals and lum- 
ber export, as well as the tempo of construction work all 
over the country, are indications of growing industrial 
activity. However, the marked decrease in industrial loans 
granted by government banks is an ominous sign and could 
very well wipe out the gains in other directions. 

Increase in number of industrial corporations. The 
total number of manufacturing or processing firms regis- 
tered with the Securities and Exchange Commission for the 
year 1953 rose considerably above that of the preceding 
year. These new firms totalled 162, with an aggregate 
authorized capital of P124.6 million, a subscribed capital of 
P30.3 million and paid-in capital of P10.9 million. Expan- 
sion and increased activity seem to be indicated as com- 
pared with the 130 industrial corporations registered in 
1952, with a total paid-in capital of P6.5 million. 

Thread, textile and clothing manufacturing which 
top all other industries, have 19 new corporations with an 
aggregate authorized capital of P50.4 million, a subscribed 
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capital of P11.8 million and paid-in capital of P3.5 millio 
Among the new textile manufacturing concerns may be 
mentioned the Philippine Textile Mills, Inc. which has an 
authorized capital of P5 million, the largest registered for 
the year under review. This corporation will engage in 
the manufacture of textiles of all kinds such as cotton, silk, 
rayon, or synthetic fabrics. 

Seventeen transportation companies were registered 
with the Securities and Exchange Commission, with an 
aggregate authorized capital of P6.4 million, a subscribed 
capital of P1.9 million and paid-in capital of P0.9 million. 
Of these enterprises, a P4 million shipping company regis- 
tered in the name of Villanueva Steamship Co., Inc..was 
added to the list of shipping firms to engage in the inter- 
island trade. 

Construction materials manufacturing registered 11 new 
firms with an aggregate authorized capital of P16.2 million, 
a subscribed capital of P3.4 million and paid-in capital of 
P0.9 million. Among these new concerns is a P3 million 
firm, General Steel Corporation, which will engage in manu- 
facturing, producing, smelting, or otherwise dealing in iron 
or other allied products. Another firm to join the steel 
industry is Yupangeo & Sons (a local manufacturer of 
pianos), which is establishing soon a P2 million steel mill. 
Likewise, the NASSCO board of directors approved the 
establishment of a pig-iron smelting plant in Iligan, Lanao. 

Several other industries have also been registered with 
capital investments running to millions of pesos. Other 
firms already established are expanding to meet the local 
demands. A million peso organization, the Mindanao Lumber 
Co., Inc. will operate sawmills and other establishments 
connected with lumbering business. The Amon Trading 
Corporation has recently organized a new subsidiary calle 
the Home Fitting Philippines. Locally manufactured alu 
minum articles will soon be available in the Philippine 
markets with the establishment of rolling mills of Reynolds 
Metal Co. of Virginia. 3 

What is expected to turn into a boom for local bakers 
and bread consumer is the registration of a P2 million flour 
milling concern, the Philippine Flour Mills, Inc. This multi- 
million peso firm will operate mills for the manufacture of 
wheat flour. The government grant of a concession to 
Caltex Philippines, a subsidiary of one of the biggest oil 
companies in the world, ushered a new phase of the coun- 
try’s economic development. . The main products to be 
turned out by the refinery are motor gasoline, kerosene for 
lighting purposes, various kinds of diesel, fuel oils and 
lubricants. | 

Of the total number of 587 newly registered corpora- 
tions in 1953, with a paid-in capital of P21.3 million, 162 
concerns, with a paid-in capital of P10.9 million (51 per 
cent of total paid-in) are for industrial purposes. 

Mining Production. For the fiscal year ending June 30, 
1953, mining production according to figures of the Bureau 
of Mines has a gross value of P147.8 million as compared 
to the preceding fiscal year of P130.6 million or an increase 
of P17.2 million (13.2 per cent). 

The gold production amounting to 490,520 fine ounces, 
registered an increase of 67,251 fine ounces or 15.9 per 
cent over that of the fiscal year 1952. Likewise, silver with 
an output of 651,234 ounces, had an increase of 266,785 
ounces or 69.3 per cent. 

Base metal production during the period under review 
showed a remarkable increase of 216,724 metric tons (13.8 
per cent) in volume compared to the same period in 1952. Of 
the base metals, lead output showed the greatest increase 
of 189.5 per cent, followed by zinc, 122.7 per cent; ar 
chromite ore (Refractory & Metallurgical) 116 per cen. 
Likewise, copper, iron ore and manganese ore showed slight 
increases. However, the non-metallic minerals suffered de- 
creases in its production. : 
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t Lumber Production. Lumber and timber products are 
nsidered the fifth leading export of the Philippines and 
helped much in bringing about the inflow of dollars into 
the country. For the fiscal year ending 1953, the total 
lumber and timber produced amounted to 1,595 million 
board feet. However, compared with the preceding fiscal 
year’s production of 1,730 million board feet, this showed 
a decrease of 135 million board feet or 7.8 per cent. Of 
this total, the lumber production for the period under review 
was 389.6 million board feet as against 485.6 million board 
feet during the preceding fiscal year, or a decrease of 24.6 
per cent. Likewise, the production of timber decreased also 
by 38.4 million board feet. 

For the year under review, the total lumber products 
exported was 427 million board feet with a total value of 
P46.7 million. Compared with the preceding fiscal year, 
it increased by P13.4 million in value. Although the lumber 
production for the fiscal year 1953 decreased, the lumber 
exported increased by, 180.8 million board feet (73.4 per 
cent). Japan, the largest foreign market for timber, pur- 
chased a total of 316 million board feet, and the United 
States, the second largest market, imported a total of 76 
million board feet. 

Construction. During the year 1953, the office of the 
City Engineer of Manila registered a total of 5,407 private 
building construction permits amounting to P55.2 million, 
compared to P46.3 in 1952. This was an increase in value 
of construction works by P8.9 million over that of 1952 
and an increase by P2.1 million over that of 1951. 

Of the total private building construction works during 
the period under review, P22.1 million was for residential 
buildings; P18.5 million for commercial buildings; P2.6 mil- 
““9on for industrial buildings; P6.5 million for others; and 

ue rest for repairs, additions and alterations to building, 
reaching a total of P5.4 million. 

Industrial Loans. The two government banking in- 
stitutions, the Philippine National Bank and the Rehabilita- 
tion Finance Corporation, granted total loans of P100.9 mil- 
lion for industrial purposes during the year 1953. Com- 
pared with P108.1 million for the same period in 1952, this 
showed a decline of P7.2 million. This decline in industrial 
loans was caused by the decrease of P10.2 million in the 
loans of the Rehabilitation Finance Corporation and an in- 
crease of P3 million in the loans of the Philippine National 
Bank. 


PHILIPPINE FOREIGN TRADE AND BALANCE OF 
PAYMENTS. Total Philippine foreign trade for the first 
ten months of 1953 amounted to P1,337.9 million as com- 
pared to P1,310.0 million for the identical period last year, 
or an increase of P27.9 million. In 1953, total trade in- 
creased from P100.6 million in January to P160.9 million 
in June, then dropped to P115.4 million in October. In 
1952, total trade fell from P154.8 million in January to 
P123.2 million in June, went up to P159.6 million the follow- 
ing month, then dropped to P111.6 million in October. 

Of the total trade for the first ten months of 1953, 
imports constitute 50.8 per cent; and exports, 49.2 per 
cent. 

Imports totalled P679.5 million during the first ten 
months of 1953 as against P722.3 million for the same 
period last year, or a decrease of P42.8 million. Mainly 
responsible for the decrease are the reductions in the im- 
portation of cereals and preparations, minerals, fuels, lubri- 
cants and related materials, metal manufactures, transport 
equipment, textile yarns, fabrics and made-up articles. 

During the period under review, exports amounted to 

7658.4 million, or an increase. of. P70.4 million over that 

«<»f the same period last year. Noticeable export increases 
are made in (a) copra, (b) logs, lumber and timber, (c) 
sugar and (d) iron ore. The increase in export value may 
be attributed to the increase of export prices. 
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Since the application of import controls, the improve- 
ment in foreign trade has been noteworthy. The importa- 
tion of capital goods has been encouraged and emphasized, 
and that of consumption goods and of raw materials has 
been restricted, resulting in the increased activity in local 
industrialization. The importation of consumption goods 
for the period from January to September, 1953, decreased 
by P32.7 million from that of last year’s imports, whereas 
capital goods decreased by only P9.5 million, but rose in 
relative importance to 21.1 per cent of the total value of 
imports. 

Of the total Philippine imports of P623.9 million for 
the first three quarters of the year 1953, the Philippine 
National Bank handled P70.1 million, or 11.2 per cent. Of 
this amount, P52.5 million was for capital goods, represent- 
ing 34.8 per cent of the total capital goods imports. 

It should be noted that the unfavorable balance of 
trade in the amount of P134.7 million during the first ten 
months of 1952 has been reduced to P21.1 million for the 
same period in 1953 owing to the fact that the adverse 
balance at the beginning of the year under review gradually 
diminished and became favorable during the months of July, 
August, September, and October. 

In contrast to the favorable balance of payments of 
$3.37 million during the first ten months of the preceding 
year, the Philippine balance of payments position for the 
same period in 1953 was unfavorable to the extent of $2.92 
million. This decline in the balance of payments position 
is due to the fact that the increase of $40.85 million in the 
merchandise exports during the ten-month period of 1953 
over that of the same period in 1952 is more than offset 
by a corresponding increase of $43.10 million in the mer- 
chandise imports. This discrepancy between the increase in 
the imports payments and the decrease in the total value of 
commodity imports during the first ten months of 1953 may 
be attributed to the fact that payments were made for 
several imports that have not yet arrived in the country. 

Another factor that gave rise to the unfavorable balance 
of payments is the increase in the outward investment re- 
mittances from $18.77 million in 1952 to $24.82 million in 
1953, or an increase of $6.05 million. This increase, how- 
ever, is only partly offset by the increase of U.S. Government 
expenditures from $112.24 million in 1952 to $114.94 million 
in 1953, or an increase of $2.7 million. 


MONEY SUPPLY AND INTERNATIONAL RESERVES. 
Money supply at the end of October, 1953, amounted to 
P1,190 million. This is an increase of P5 million over that 
at the beginning of the year. This increase was brought 
about by the increase in the notes and coins in circulation 
which rose from P621 million in January to P631 million in 
October. Peso deposits subject to check decreased by P5 
million during the same period but this was more than offset 
by the increase in notes and coins in circulation. 

Compared with that at the end of the comparable period 
in 1952, the money supply in October, 1953, increased by 
about P42 million. Mainly responsible for the increase are 
the increases in both the notes and coins in circulation and 
the peso demand deposits. The former increased by P37 
million and the latter, by P5 million. 

The lifting of selective credit control in October, 1953, 
might in a way help improve the money supply situation 
because the funds in the banks which are held for deposits 
may be released and used for investments. 

During the first ten months of 1953, the international 
reserves increased from $301 million to $303 million. This 
increase is due to the increase in the reserves of the Central 
Bank which rose from $234.30 million in January to $242.57 
million in October owing principally to the increase in time 
deposits. The increase in the international reserves would 
have been bigger had not the foreign exchange holdings of 
other banks decreased by $7 million for the same period. 
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FAR EASTERN 


ECONOMIC REVIEW 


THE ECONOMIC OUTLOOK IN JAPAN 


The Japanese economy in 1954 must meet the neces- 
sity of a gradual increase in national defence and _im- 
provement in the international balance of payments through 
the promotion of exports. 

Foreign currency holdings in Japan, which increased by 
about $660 million from $476 million in May 1951 to $1,137 
million at the end of 1952, declined by about $160 million 
during last year to $977 million at the end of 1953. In 
view of excess payments amounting to $87.6 million during 
January this year, foreign currency holdings at the end of 
the same month are estimated to have declined to around 
$9 million. 

The decrease of foreign currency holdings during last 
year was brought about by a decrease in pound sterling 
and open-account balances despite an increase in dollars. 
Holdings of pound sterling declined by about £46 million 
($130 miliion), but by more than twice that figure when 
swap transactions and purchases from the International 
Monetary Fund are taken into consideration. Receipts and 
payments of sterling exchange in 1953 registered excess pay- 
ments of $304.6 million. 

Receipts of foreign exchange in visible trade account 
during 1953 totalled $1,156 million, whilst payments reached 
$2,101 million, excess payments increasing to $945 million 
as against $429 million in the previous year (according to 
trade statistics based on customs reports, exports were 
$1,274 million, imports $2,409 million and excess imports 
$1,135 million as against $756 million in 1952). Excess 
payments in trade account could not be covered by excess 
receipts in invisible trade account amounting to $751 million 
($744 million in 1952) through receipts from special pro- 
curements in a broad sense ($816 million as against $826 
million in 1952). As a result, the total balance in 1953 
including both visible and invisible trade registered excess 
payments of $194 million as against excess receipts of $314 
million in 1952. In consideration of the recent develop- 
ment, excess payments for the fiscal year 1953 are anti- 
cipated to reach about $250 million (if purchases of pound 
sterling from the International Monetary Fund amounting to 
£22.3 million or $62.44 million are taken into account, 
the deficit will actually be $310 million). According to 
the government program, a deficit in the international 
balance of payments in the fiscal year 1954 is scheduled to 
be reduced to $90 million through an increase of exports 
and decrease of imports. 

As a result of the Anglo-Japanese trade conference, 
the target of Japanese trade with sterling areas for this year 
was extended to £209.5. million both for exports and im- 
ports. At the same time, the United Kingdom agreed to 
moderate import restrictions on 16 commodities, and the 
dominions and colonies will also mitigate import restrictions 
hitherto imposed on Japanese goods which will be treated 
on the same basis as West European goods. The decline 
in exports to sterling areas in 1953, contrary to the in- 
crease in those to dollar and open-account areas, was to a 
great extent due to import restrictions in the British Com- 
monwealth. Consequently, the enlargement of trade as a 
result of the conference should benefit Japanese foreign 
trade. However, scheduled amount will not be secured un- 
less Japanese goods are able to compete with foreign goods 
as regards prices and quality. | 


* * * 


Economic activities in 1953 were supported by an in- 
crease in investments backed by larger government ex- 
penditure and expansion of credit by the Bank of Japan. 
As a result, consumption showed further activity through an 
increase in purchasing power. This and the effects of flood 
damage and a poor crop of rice have brought about an ad- 
vance of prices. The price advance and the increase in 
consumption have resulted in an adverse turn of the inter- 
national balance of payments. In view of the necessity of 
improving the international balance of payments, retrench- 
ment in public finance and banking credit has been effected 
to check inflation. Government expenditure for the fiscal 
year 1954 is to be reduced, and _ restrictions on credit 
by the Bank of Japan, particularly in import financing, have 
gradually been introduced. 


According to the draft of the budget for the fiscal 
year 1954, expenditure in the General Account amounts to 
Y999.5 billion, a decline of Y27.7 billion compared with the 
total of Y1,027.7 billion for the fiscal year 1953, the con- 
tinued expansion of public finance since the fiscal year 
1950 thus having ended. The ratio of expenditure in the 
General Account to national income is estimated at 16.7% 
as against 17.2% in the fiscal year 1953. Government in- 
vestments are reduced by Y58.4 billion to Y280.5 billion fro” 
the budget figure of Y338.9 billion in the fiscal year 195. 
government investments in private enterprises are reduced 
from Y179.0 billion to Y143.0 billion. 


The supply of equipment funds to private enterprises 
through loans and discounts by government funds and 
ordinary financial institutions as well as the issue of stocks 


and debentures totalled Y319.6 billion during the January-. 


November period of 1953, an increase of Y50.0 billion com- 
pared with the same period of the previous year. The sup- 
ply in 1954 is anticipated to be reduced to a considerable 
extent. 


The tight money policy, which had been effected through 
the withdrawal of government deposits from city financial 
institutions, higher interest rates on loans by the Bank of 
Japan and restriction on preferential treatment in import 
financing since the autumn of last year, has further been 
strengthened. Retrenchment in import finance has been 
materialized by the partial suspension of the import settle- 
ment bill system and the shortening of the application term, 
reduction of the number of commodities entitled to special 
foreign exchange loans, restriction of the number of com- 
modities and shortening of application term on stamp bills 
and reduction of import settlement bills from eligibility to 
rediscount by the Bank of Japan to the status of secured 
loans. As a result, a considerable amount of loans will 
be transferred as regards treatment to the status of or- 
dinary bills. The effects on enterprises will naturally vary 
according to credit conditions, but weak enterprises may 
find their financial difficulties greatly increased. 


Excess withdrawals of government funds during January 
this year were Y119.4 billion including withdrawals of gov- 
ernment deposits from city financial institutions, showing an 
increase of Y56.5 billion over the same month of a yer 
ago. On the other hand, advances by the Bank of Japa. 
in January increased by Y55.6 billion, Y45.3 billion more 
than the total of Y10.3 billion in the same month of the 
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* evious year. The contraction of the note issue in January 
“mounted to $63.7 billion as against Y56.6 billion in the 


same month of a year ago. 
* * * 


The index of consumption in Tokyo in December 1953 
was 147.7; (1934-36=100), showing a marked advance due 
to seasonal influences. The average for 1953 was 93.6, 
16.7% higher than the figure of 80.2 for the previous year. 
The rate of advance is anticipated to show a slowing-down 
gradually due to the effect of retrenchment policies. Some 
increase of purchasing power may be expected due to the 
increase of salaries of government employees effected from 
January this year and the proposed tax reduction on a 
relatively small scale to be effected from April, but the ad- 
vance in wages in private enterprises will be smaller than 
in the past. Consumer prices have shown a strong tone 
following the advance in rice prices from January this year, 
and some commodities have been the object of speculative 
transactions in anticipation of imports being reduced in the 
future. The effect of retrenchment in public finance on 
prices has not yet been apparent, but it is generally opined 
that they will appear in the latter half of the year. 


The wholesale price index for Tokyo compiled by the 
Bank of Japan in 1953 showed an advance of 1.4% on the 
average compared with the previous year. The index of 
consumer goods registered an advance of 3.4% oon_ the 
average for 1953, and that in December of the same year 
advanced by 8.2% compared with the same month of a year 
ago. The advance in the index of consumer goods was 
specially pronounced in the second half-year because of 

sod damage. The consumer price index for Tokyo in 1953 
compiled by the Bureau of Statistics, Prime Minister’s 
Office, showed an advance of 7.5% on the annual average 
and that in December of the same year was 12.8% higher 
than in the same month of the previous year. Contrary to 
the advance in domestic prices, prices. of export goods in 
1953 declined by 5.2% and those of import goods by 10.1% 
on the annual average compared with the previous year 
(based on indices compiled by the Bank of Japan). 


The production index for the mining and manufacturing 
industries in 1953 (Economic Counsel Board, 1934—36= 
100) averaged 148.9, a 17.8% advance compared with the 
previous year. The index for the manufacturing industry 
in particular showed a marked advance of 19.1% as against 
a 11.4% advance in 1952; the index for December 1953 
registered a post-war record of 172.4, a 24.3% advance com- 
pared with the same month of a year ago. The index of 
producer stocks for the manufacturing industry prepared by 
the Ministry of International Trade and Industry in Novem- 
ber 1953 was 6% higher than in April but still about 10% 
lower than in the same period of the previous year. How- 
ever, in view of the considerable increase in stocks held by 
wholesale and retail traders, pressure of the increased pro- 
duction on the market can be said to have existed poten- 
tially. In comparison with the general retail trade, sales 
of department stores have continued favourable, total sales 
in 1953 showing an incredse of 31.1% compared with the 
previous year. The development of the retail trade as a 
whole cannot be estimated by the rate of increase of depart- 
ment store sales, as the latter have encroached upon general 
retail trade to a considerable extent. 


According to an investigation by the Nikko Security 
o., business results of the leading 296 companies during the 
alf-year business term ending March this year are estimated 
to show increased profits of 12.3% compared with the pre- 
ceding term, the rate of profits to capital stocks, however, 
slightly declining from 67.8% to 67.0%. The improvement 


—_ 
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is largely confined to big enterprises, business results of 
medium and small-scale enterprises being unfavourable. 
The readjustment of enterprises will be accentuated by the 
tight money policies and bankers’ scrutiny of loans in the 
future. 
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FAR EASTERN 


ECONOMIC Review 


JAPANESE ECONOMIC REPORTS 


One of the greatest obstacles to the promotion of 
Japanese export trade is the non-settlement of reparations 
question. Because of that fact ratification of the Japanese 
Peace Treaty is being shelved by the Philippines, Indonesia, 
Indochina, as well as Burma. Hence, Japan sstill finds it 
impossible to achieve smooth trade relations with those 
neighboring countries. The result is that exports cannot be 
promoted, or if exports are made, the absence of goods to 
be imported in return causes imbalance between exports 
and imports. In the case of Indonesia, for example, a large 
amount of the proceeds of Japanese exports remains locked 
up and practically uncollectible. Settlement of the repara- 
tions question is no simple task; but its solution must be 
regarded as the most urgent and important of Japanese 
diplomacy. 

Expansion of trade with Communist’ countries also 
deserves careful consideration. Even though the ban upon 
Japanese exports to China be removed, one never can dream 
of restoring the prewar level of trade. International ten- 
sion is gradually lessening and the United States Govern- 
ment has announced its intention of making a great cut in 
or doing away with its foreign economic aid. Moreover, 
West European countries have since last fall come to pay 
more attention to opening their trade with Communist coun- 
tries. The restrictions on Japanese trade with China are 
more rigid than those imposed on its trade with the Soviet 
Union and its East European satellites for the reason that 
Korean truce has not yet come to a final solution. In this 
respect, Japanese international trade is placed in a more 
disadvantageous position than the West European countries. 
Japan’s economic self-support can only be attained through 
promotion of regular trade. 


* * 


Signs are that effects of the series of money tightening 
measures in force since last fall have finally seeped to mar- 
ginal areas, and much hope is being entertained from the 
standpoint of attaining a self-supporting economy. Con- 
crete effects of the tight money measures’ so far are as 
follows: (1) Currency in circulation has steadily contract- 
ed since the change of the year. Bank notes at Dec.-end 
last showed an expansion of Y53,400 million over a year 
ago, but the gap has closed in to Y46,400 million in January, 
Y28,400 million in February and further to Y18,600 million 
in March. On the other hand, decrease has been con- 
spicuous in deposit currency from January (all bank cur- 
rent deposits dropped Y48,000 million during January- 
February), indicating that purchasing power has been cur- 
tailed from the currency phase. (2) Bad checks have 
gradually increased. Textile firms are failing at an in- 
creasing rate, which indicate the acute tightness of money 
particularly at the dealer-wholesaler level as well as for 
small makers. It is generally viewed that enterprise man- 
agement has become more cautious and that consumer spend- 
ing has assumed a more conservative nature. (3) With 
respect to commodity prices, it is to be noted that although 
some items rallied. early in the year due to speculative 
purchases based on an anticipation of a reduction in the 
import foreign exchange budget, the markets weakened all- 
round with mid-Feb. as the turning point, and speculative 
operations have disappeared. (4) The stock market, which 


staged a violent slump toward the close of last year, con- 
tinued to sag even after the change of the year in anti- 
cipation of a deflationary development. The downward 
trend was further accentuated since mid-March in aversion 
to the import finance tightening measures. Speculative 
issues and some others made a temporary recovery in re- 
action to sharp breaks, but have weakened again. (The 
Dew-Jones average price at the Tokyo Securities Exchange 
at March-end stood at Y322.95, as against Y877.95 at Dec.- 
end of last year). 


* * * * 


Much attention has been riveted on the formulation of 
the fiscal 1954-55 import foreign exchange budget in rela- 
tion to restoration of a proper balancé in international 
payments, a pressing current problem. The Government 
decided on its foreign exchange budget for the first half 
(April-September). The budget calls for total commodity 
imports of $1,050 million (the total budget including in- 
visible imports came to $1,360 million), which represents a 
substantial reduction in comparison with $1,157 million for 
the like period of the previous year (total budget, $1,553 
million). Features of the current foreign exchange budget 


may be listed as follows: 


(1) Expecting that it would rather be in the latter 
half of the current f.y. that the tight money measures would 
be fully effective and slow down productive activity itself, 
and fearing that too broad a curtailment of import in the 
first half may invite a boost in commodity prices, a certain 
amount ($90 million) in excess payments is estimated in the 
balance of payments. It is to be added that although the 
budget amount is smaller than that for the same period of 
the preceding fiscal year, it is believed that the decrease 
in quantity of imports would be negligible when account is 
taken of the decline in import prices. (2) Considering the 
various currency positions, imports from the open-account 
area have been increased whereas those from the dollar 
and sterling areas, trade accounts with which have shown 
large adverse balances, have been cut. However, a rela- 
tively large amount was provided for imports from Britain 
and its colonies in accordance with provisions of the Anglo- 
Japanese Trade Agreement. Also, open account countries 
with excess imports to Japan, had their imports contracted. 
(3) Efforts have been made to cut imports of surplus in- 
ventcried goods, goods which can still be imported under the 
preceding budget and raw materials for processed goods 
whose production is expected to decrease, not to speak of 
reduction in less essential and non-urgent goods, including 
automobiles and high-class consumer’ goods. (4) Auto- 
matic Approval items were reduced while the amount for 
processing trade has been expanded, as a means of improving 
the balance of payments. 


* * * * 


In line with the reduction of the foreign exchange 
budget for the first half, the Government has decided on the 
follewing import restriction measures, effective as fre 
April 1: (1) With respect to import guarantee money 
under Automatic Approval import, deposit of bank letter of 
guaranty and government bonds was abolished some time 
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THE JAPANESE OPTICAL INDUSTRY 


By KENKICHI KATAYAMA 


Japanese optical instruments manufactured today in- 
clude camera, binocular, telescope, opera glass, microscope, 
optical measuring instrument, projector, etc. The optical 
instrument manufacturing industry is one of the Japanese 
major industries which have made remarkable progress after 
the end of the War. The annual production is indicating 
a continual increase with most of the products being ex- 
ported to various countries, mainly to U.S.A. The quality 
and performance of these Japanese products are equal to 
that of Germany and U.S.A. Especially the lens which 
makes the most important parts of those instruments, is 
warmly received in foreign markets. 


After World War I the Japanese optical industry 
started as an industrial group, and after World War II a 
noticeable development was made. Optical instruments are 
all manufactured chiefly of lens, which is made of special 
type of optical glasses. The performance and durability of 
optical instruments depend on the lens, which depends on 
the quality of optical glasses. Such optical glasses of high 
quality were manufactured after the end of World 

“Var II, enough to meet the domestic demand. Until that 

me, lenses were imported. The remarkable progress by 
the optical industry was accomplished during World 
War II, when every assistance was extended by the Japanese 
Army and Navy for the expansion of the lens industry. 
It may be interesting to compare the instruments required 
during the two World Wars. Comparatively simple instru- 
ments such as binocular, distance-finder, and periscope were 
required during World War I, but the change of tactical 
operation in modern warfare gave more weight to aerial 
activities, and thus required highly specialized optical in- 
struments concentrating on the production of aerial photo 
lens during World War II. 


A lens used for camera is of varied type. Despite the 
fact that the fundamental studies were completed, mass 
production of such lens could have hardly commenced during 
World War II. Upon cessation of hostilities, the lens 


ago, making only cash acceptable. Also foreign exchange 
banks were required to re-deposit the amount with the Bank 
of Japan. The Government has now decided to apply the 
same arrangements, as a rule, to all import items. (2) In 
regard to foreign currency fund allotment goods, the import 
guarantee which had hitherto been 1% of the import value 
was raised to 5% as a rule, whereas the rate against sugar, 
scrap copper and 10 other items as well as sundry imports 
was increased to 10%. (8) Guarantee money on Auto- 
matic Approval goods was raised to 20%-25% of their im- 
port value. (4) The maximum guarantee money on less 
essential and non-urgent goods was raised from the former 
20% to 35%. (5) In regard to guarantee money relative 
to import of goods under the link system, plant imports with 
oa B.R.D. credits, imports under barter trade and imports 
com specific areas (Argentina, Brazil, Finland, Korea, 
ndonesia and South Asian islands), however, use of the 
bank letter of guaranty will be permitted, and moreover 
the rates kept low, as exceptions to the preceding provisions. 


makers resumed their production fully. The resumption of 
foreign trade in 1948 also gave them encouragement for 
the export of lens. Those manufactured in the post-war 
period drew the attention of foreign purchasers. Why has 
the optical industry made progress in Japan? Economic 
situation of the country and the national characteristics of 
the people may be the answers to this question. In a country 
like Japan poor in natural resources, an industry like optical 
instrument manufacturing is most suitable which needs 
highly specialized technical ability but less material cost. 
All of the materials required for manufacturing are avai- 
lable within the country and Japanese deftness in finger 
work is an asset in such industry. 


The production of optical glasses is increasing and the 
different kinds of melted glasses are also showing an in- 
crease in production. The glasses of high refraction index 
such as SF 13, SKF 5, BAF 10, SK 18, SK 16, etc. and 
those hard to melt including NZF 2, FK 1, FK 3, FK 5, 
etc., and aggregating more than 80 different kinds of glasses 
are presently manufactured in Japan. A.bout 150 tons of 
melted type of glasses and about 45 tons of finished pro- 
ducts are manufactured each month. All the makers are 
conducting research using rare earth. 


Camera, which was manufactured in Japan during 1910 
to 1915, was a wooden box camera although there had been 
some before that time who made camera imitating those 
imported. At the time when the preceding company of the 
present Konishiroku Photographic Industries K.K. had started 
production of wooden box camera of namecard and quarter 
plate sizes about 1918 and 1919, camera was not much 
popularized in Japan as it is today. In the following period, 
foreign cameras of excellent quality were imported which 
stimulated the development of Japanese camera industry. 
Japanese makers tried to learn the advantages of these 
foreign cameras. In this period, the wooden camera was 
gradually replaced by metal cameras and the size was made 
smaller and its precision higher. Sensitive material used at 
that time was limited to sensitive plate; rolled film was 
introduced to the market later. Around 1927 camera was 
used with rolled film manufactured in Japan, and about 
1928 the metal camera for the present film including Brownie 
size was manufactured. About this time, the camera be- 
came popular but mostly high grade cameras imported from 
Germany or U.S.A. These foreign cameras influenced the 
Japanese to make cameras as small as possible; cameras for 
half a Brownie, 6 x 6, 35 mm. film size had become available 
in the country. Despite that, all the cameras manufactured 
in those days were of the bellows type with the brightness 
of about F. 3.5 or F 4.5. It was after 1935 that the Leica 
type camera of 35 mm was manufactured in Japan through 
the improvement of brightness in lens. 


Upon the outbreak of last War, the production of 
cameras was suspended and converted into the production 
of aerial photographic camera and optical weapons. The 
support rendered by the military and naval authorities 
during the war brought about a remarkable expansion in 
the improvement of technical ability and expansion of fac- 
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tory facilities. Postwar advancement of Japanese cameras 
owes its success to the accomplishment of optical industry 
during the war years. 35 mm camera of the Leica type, 
bellows and Rollei Reflex cameras of semi and 6 x 6 size as 
well as various types of cameras with alterable lens (in- 
cluding lense for movie camera, projectors, etc.) were 
manufactured after the end of the War. The production 
of camera covers more than 70% of the total output of 
optical instruments manufactured in Japan and is considered 
today as one of the leading export items of Japanese instru- 
ments and machinery. 


Camera is very extensively popularized in Japan as her 
scenic beauty is widely taken in pictures by travellers and 
hikers. The Japanese family system has produced a pat- 
tern of keeping pictures of growing children. Propagation 
of scientific knowledge induced the extensive utilization of 
camera among the students for various experimental studies. 
It is an amazing fact that the Japanese people are well 
acquainted with the mechanism of a camera and are willing 
to express their views on the advantages and disadvantages 
of new cameras whenever such a camera is presented in the 
market. In parallel with the improvement of lens, shutter 
and body, the makers are trying to exert their efforts in the 
betterment of their sales policy particularly in the foreign 
markets. The production and export of camera in recent 
years are shown in the following table. 


Production and Export of Camera 


Production Export 

Year Number Amount Number Amount 

(1,000 Yen) (1,000 Yen) 
126,341 350,468 64,868 175,835 
311.970 920,776 240,710 785,070 
177,266 1,212,346 93,980 831,708 
276,995 2,957,177 153,398 1,596,209 
416,779 4,684,695 155,480 2,087,577 
(Jan.-June) 


The most simple type of telescope was made during 
the Tokugawa Era. Modern telescope was imported together 
with other instruments during the Meiji period but could 
not be manufactured until about 1917 and 1918 when tele- 
scope factories were built for the first time. During these 
years, World War I was going on and the demand for bino- 
culars was great in Japan as well as among the Allied na- 
tions. A large number of Japanese binoculars was exported 
mainly to USA. But the Japanese binocular manufactured 
during this period used lens imported mostly from Germany 
as the Japanese lens was not available. Japanese lens 
makers tried to produce improved lens and invited engineers 
from Germany. The test manufacturing of astronomical 
telescope and surveying instruments of high precision was 
started during this period. The demand for optical weapons 
by the military and naval authorities grew larger, and after 
1922 Japanese optical industry showed a strong tendency 
as a part of munition making industry. The number of optical 
instrument makers increased and their factory facilities were 
expanded to meet increase in demand. The import of optical 
weapons of high efficiency was suspended due to the out- 
break of the War, and periscope, distance finder, etc., were 
to be supplied within the country. Every assistance was ren- 
dered by the military to the optical industry resulting in a 
speedy expansion of the industries, 


Upon cessation of the last War in 1945, these optical 
instrument manufacturers engaged in the production of 
binocular, telescope and opera glass. With the aid of 
optical glass easily obtained in the country and industrial 
rationalization carried out by all makers about 90% of the 
output was exported to various countries mostly to USA. 
Post-war production of these instruments showed a notice- 
able increase as indicated in the following table. 


FAR EASTERN 


Economic Review 


Export of Binocular (including Opera Glass) 


Year ' Number Amount 

(1,000 Yen) 
ne 233,290 662,549 
(Jan.-June) 


The first microscope was introduced into Japan a long 
time ago. The first microscope so far kept in the historical 
records is the one purchased by a Japanese student of medi- 
cine who went to Nagasaki and studied Dutch science. It 
was brought back to Tokyo, then called Edo, about a hundred 
years ago. The telescope was of simple structure and with 
much less magnifications than the one of today. The deve- 
lopment of medical science . particularly bacteriology  ac- 
celerated the manufacturing of microscope, and the micro- 
scope of 1,000 magnifications was imported in large number. 
By careful studies conducted on these imported microscopes, 
the Japanese started to manufacture microscope toward the 
end of the Meiji Era (around the year 1910) and, after 
1914, mass production of them started for the first time. 
The outbreak of World War I stopped the supply of micro- 
scope from foreign countries, on the other hand the demand 
was greatly increased by China as well as by the Japanese 
sericulture; subsequently the number of makers increased 
rapidly and the factory facilities were greatly expanded. 
But the raw materials of lens relied on the supply from 
Germany at that time. In 1915, oil immersion objective of 
100 magnifications, ocular lens of 12 magnifications, a 
various other microscope lenses were successfully manufac- 
tured. As to the mirrors, gear controlled breezing equip- 
ment was manufactured and attached to the instruments. 


The manufacture of microscope requires more hand 
work compared with other types of instruments, for in- 
stance, a ball attached to the top of ocular lens is 0.6 in 
diameter and is better to be polished by hand than by 
machine. In this type of work, Japanese people are well 
qualified. The importance of microscope manufacturing 
industry was widely recognized from about 1930 and it 
was designated as an important industry. The following 
ten year period marked a noticeable progress in the micro- 
scope manufacturing industry; metal microscope, polarization 
microscope, etc. as well as excellent types of objective and 
ocular lens, darkfield observation, small sized metal micro- 
scope, photographic equipment, etc. were started to be 
manufactured. 


After the Manchurian Incident in 1931, further tech- 
nical improvement was made in parallel with the progress 
of the precision industry of Japan. Further progress was 
made in the optical measuring instruments; various types of 
micro measuring instruments, projective microscope, bino- 
cular microscope, universal microscope, allphase, darkfield 
observation, ultra microscope, large size micro photo equip- 
ment, etc., were all manufactured. The progress accom- 
plished brought the Japanese optical industry on equal level 
with USA and Germany. Microscope manufacturing indus- 
try during World War II was forced to retrench like the 
other optical industry. Upon cessation of war, production 
was resumed. Fortunately a speed recovery was made. As 
early as January, 1946, post-war products appeared on the 
market, and 7,200 microscopes were manufactured in 194’ 
21,500 in 1948, 26,500 in 1949, 34,592 (out of which abor 
10,000 are small size microscopes) in 1950, 27,242 in 1951, 
20,539 in 1952, and 12,303 in Jan.-June, 1953. 
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CHINESE ECONOMIC REPORTS 


BARTER TRADE BETWEEN PEKING AND RUSSIA 


During February and early March, China, through bar- 
ter, obtained supplies in metals, paper, industrial chemicals 
and pharmaceuticals through Soviet Russia. These goods 
were transported overland by railway to Manchuria or via 
sea routes to Whampoa and Taku Bar. Soviet Russia re- 
cently bought ten thousand tons of paper from western 
European markets, and the paper was exchanged with Peking 
for agricultural products. 


PEKING’S ECONOMIC RECONSTRUCTION BONDS 


The Economic Reconstruction Bonds valued at 6 million 
million Jenminpiao floated by the Peking Govt. have been 
oversubscribed. Owing to ready response by people in all 
walks of life the amount subscribed amounted to 6,400,000,- 
000,000 Jenminpiao up to March 23. The Central People’s 
Government in Peking are reported to be confident that the 
Reconstruction Bonds would net much more than the six 
million million Jenminpiao. Funds are urgently needed for 
international and industrial commitments; large sums being 
required to carry out the Five-Year Plan and the economic 
aid of eight million million Jenminpiao to the North Korean 
regime. 


The total proceeds from the Bonds may, it is anti- 


~ “pated, reach eight or more million million Jenminpiao in 


ew of the high pressure salesmanship’ exerted. In fact 
merchants, industrialists, teachers, servicemen, government 
employees are allotted a certain number of Bonds, and the 
only question is whether the allotment will be excessive. 


STATE PURCHASE OF FOODSTUFFS 


The Economic and Finance Committee of the Kwang- 
tung People’s Government decided to buy up grain, salted 
egg, groundnut, sesame, tea, tobacco leafs, yellow hemp and 
sugar cane as soon as they are available. Official prices will 
be fixed for these commodities, usually at levels below those 
in the open markets. Justification is that such requisition 
is “‘to stabilise national economy, to control the demand 
and supply, to ensure the needs of the people and to foster 
the development of industries.”’ In practice, all the fore- 
going eight commodities will be collected and stored in 
public granaries to the exclusion of private buyers and 
dealers. This is to strengthen the economic position of the 
government and prevent manipulation and hoarding by food 
merchants and farmers. 


RICE SHORTAGE IN CHINA 


The Kwangtung authorities have bought 20,000 bags 
of imported rice from local Chinese firms at the price of 
about HK$38 per picul. of 133 pounds as the grade is a very 
cheap one. This rice is intended for consumption in Canton. 
Groundnuts were also imported into Canton to relieve the 
severe shortage. They are used for the production of cook- 
ing oil, which is scarce throughout South China. To cope 
with the shortage of cooking oil, the authorities in Canton 
recently announced that they had succeeded in producing 
oil from rice bran. From every 100 catties of rice bran, 13 
catties of oil can be squeezed out. It seems strange, in 
view of the shortage, that Chinese rice should be exported 


ew. Ceylon and India in exchange for cotton, rubber and 


her essential goods, while groundnuts are sent by rail to 


“Soviet Russia and other Iron Curtain countries. Farmers 


on the outskirts of Canton have been asked by the authori- 
ties to yield their stocks of groundnuts to sustain the in- 


dustrial programme. The official price of groundnut oil is 
590,000 Jenminpiao per picul, but it can only be bought after 
waiting for more than half a day in a queue. Some have 
queued up to get their quota, but sold it at the black market 
price of 30 per cent above the official rationed price. 


Shortage of rice is becoming more acute all over China 
owing to declining stocks and heavy exports. Communist 
press reports state that rice rationing in Shanghai is limited 
to 13 and a half shih catties per head per month which is 
not enough for a heavy eater or young people. People in 
Tientsin and Peking are allowed eight shih catties of flour 
per month, as northerners do not eat rice. In Tinghsiang 
County, Shansi province, there is a shortage of 125,000 
catties of rice after 206,300 catties were sold to the govern- 
ment. In Tachu County, Shansi province, grain collectors 
bought at the official price 23,000 catties of rice in January 
and left 7,500 catties for rationing, which is sufficient only 
for one-third of the population. In Hunan, which is one 
of the chief rice producing provinces in China, rice merchants 
with the connivance of Party workers and co-operation of 
farmers, are in control of rice supply and distribution in 
defiance of government regulations. Black market deals 
were extensively carried out in Changning, Kweiyang, Heng- 
yang and Leiyang until six ringleaders were _ arrested in 
early March. 


GUERILLA ACTIVITIES IN CHINA 


Small scale guerilla activities in North Kwangtung 
province have been disclosed in a report from Shiukwan, 
which states that on March 5 the Wu Liu Pa Bridge in 
Wengyuan (Yungyuan) County on the Hsingning-Shiukwan 
Highway was blown up interrupting communication for 
several days and that the guerillas also raided the old 
county seat. Two hundred soldiers from Shiukwan (Ku- 
kong) rushed down to relieve the county town but on 
arrival found the guerillas had departed. The irregulars 
succeeded in looting the public granaries before the arrival 
of the relief column. 


Two sentries at Tunghopa near Shiukwan were killed 
instantly by hand-grenades thrown by guerillas. Nine 
others were hurt, one being fatally wounded. 


Other guerilla units are iurking in Chiulienshan on the 
borders of Kwangtung and Kiangsi provinces and in Shih- 
wantashan on the Kwangtung-Kwangsi frontier close to the 
Indochina border. These guerillas have received sporadic 
air drops from Taiwan planes, but they move only in co- 
ordination with other movements from the outside, otherwise 
isolated actions would expose their position and invite an- 
nihilation. The direction of guerillas on the mainland is in 
the hands of Lieut.-General Chang Yenyuan with headquar- 
ters in Chinmen or Quemoy Island opposite Amoy, base of 
the Nationalist Army. Thousands of guerillas who escaped 
from the mainland during 1952 and 1953 are undergoing 
training in hit-and-run tactics, sabotage, coordination with 
paratroops and signalling. During 1950 and 1951 guerillas 
were well treated after capture by the Communists who 
used indoctrination to win them over. Now they are execut- 
ed on charges of espionage. The bulk of the partisans are 
immobilised on mountain fastness, being very short of many 
things notably ammunition. They are sometimes successful 
in raiding granaries and blowing up highways and bridges. 


IRON DEPOSITS IN SUIYUAN 


More iron deposits have been located near Paotow, 
north of the Yellow River in Suiyuan Province, North 
China. They are enough to warrant the building of another 
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steel production centre there, comparable with Anshan. This 
has been disclosed by the Ministry of Geology on the basis 
of the extensive exploration and surveying carried out in 
this region last year. Few other places in the world can 
compare with the deposits here for high ore content and 
concentration. Moreover, they are near the 815 kilo- 
metre Peking-Paotow Railway along which lies China’s 
richest coal basin, the Tatung Coal Field. New iron 
deposits located last year in Tayeh Mining District, on the 
banks of the Yangtze River below Hankow, greatly surpass 
previous estimates, the Ministry also reported. New ore 
beds have been discovered between and linked with two 
other sources of ore which were previously regarded as 
separate. This will make extraction easier. The known de- 
posits are already sufficient to warrant the building of a 
big steel centre there. 


Rich manganese reserves, of vital importance in steel- 
making: have been found in Central-South China. Additional 
coking-coal deposits have been located in many regions. Ex- 
ploration for fluxes and refractory materials in steel mak- 
ing, like limestone, quartz and fire-clay, has also yielded 
good results. Rich mercury deposits have been proved to 
exist in Southwest and Central-South China, and prospect- 
ing for copper, lead, zinc and other non-ferrous metals has 
shown fruitful results in all cases. The scale of geological 
surveying and exploration last year unparalleled in 
China’s history. The number of geologists and prospectors 
engaged in the work was three and a half times more than 
in 1952. Drilling equipment used was six times greater. 
Geophysical and Geochemical methods were employed. 

The total area surveyed in detail last year amounts to 
27,600 square kilometres. The total depth of drilling was 
168,800 metres. Last year’s exploration exceeded the set 
targets. Iron deposits discovered surpassed the set target 
by 26 per cent, copper by 22 per cent, lead and zine by 
67 per cent and coal by 4 per cent. 


YANGTZE RIVER TRANSPORT 


The volume of cargo transported along the Yangtze 
River this year will be 26 per cent above last year, accordirg 
to estimates of shipping agencies. The main items are ex- 
pected to be grain, cotton, coal, cement, timber, iron, steel, 
metal ware and machinery. Plans are also being made to 
carry one hundred thousand passengers more than last year. 
To cope with this expanded increase, five big ports on the 
Yangtze are being fitted with additional facilities to in- 
crease their loading and unloading capacity. Regular night 
navigation between Chungking and Ichang in the’ upper 
Yangtze will begin when construction of a chain of light- 
houses and buoys is completed in this most difficult stretch 
of the river. The surveying and removal of four shoals in 
this section will begin this year, making it possible to widen 


the channel and increase the navigable depth at the time 
of lowest water level. 


During low water season this year, sailors of cargo 
ships broke away from tradition and successfully took a 
barge along with each ship when sailing on the upper Yangtze, 
thus increasing their carrying capacity on each trip. 


WATER-POWER STATION NEAR PEKING 
Work on North China’s first hydro-electric station, by 
the Kwanting Reservoir some 75 kilometres from Peking, is 
scheduled to begin on May Day this year. It will be ready 
for operation by the end of next year and will be fully in 
commission in 1956. This hydro-electric station, situated 
beside China’s biggest reservoir, will become part of the 
power transmission network linking Peking, Tientsin and 
Tangshan. It will add 14 per cent electric power to the 
network, most of which will go to Peking. The Kwanting 
Reservoir, on which work has been going on since October 
1951, is now nearing completion. It has a capacity of 2,300 
million cubic metres of water and covers an area of 23,000 
hectares. The new hydro-electric project is part of the 
over-all plan of using the Kwanting Reservoir not only to 
prevent floods, but to serve irrigation, friavigation and 
power generation. 


FAR EASTERN 


ECONOMIC REVIEW 


HEAVY INDUSTRY CENTRE AT HARBIN 


Harbin, the second largest city in Northeast China, is 
becoming an important centre of heavy industry, particular- 
ly in the field of electrical equipment and machine building. 
Its output .of machinery will be further enhanced this year 
by the recent completion of an electrical machinery plant 
capable of turning out water turbine generators of up to 
16,000 voltage. A new machine tool plant to produce pre- 
cision cutters and measuring instruments is now nearing 
completion. Last year more than 90 per cent of the city’s 
allocation for construction purposes went into heavy indus- 
try. Altogether more than a million square metres of floor 
space was built, exceeding the total space built during the 


previous three years, or one-seventh the total existing build- 
ing space in the city. 


Heavy industrial output in the city last year showed an 
increase of 40 per cent compared with 1952. Output of 
generators went up nine times, motors four and a half times, 
dry cells three times and cement by one-half. During 1954 
construction of an electro-metre factory will commence. This 
is one of China’s major construction projects in the machine- 
building industry for this year. When completed it will pro- 
duce whole sets of electro-metres for automobiles, genera- 


tors and transformers. In addition, a huge boiler plant will 
be built in Harbin this year. 


Located along the Sungari River and at an important 
junction in the Northeast’s railway network, Harbin is also 
a centre of light industry. It has an up-to-date flax mill, 
which is entirely automatic, a new sugar refinery, brick and 
tile works, paper and woollen mills. During the past several 
years industrial developments in the city have brought 
about enormous changes. From 750,000 persons in 1946, 
the city now has a population of 1,200,000. Compared 
with 1952 the number of workers has gone up by two- 
thirds. New houses built for workers last year covered « 
total of 17,000 square metres of floor space. Half a millic 
square metres of new roads were laid down to handle grow- 
ing traffic and more than 15 kilometres of water piping in- 
stalled. New hospitals, medical clinics, children’s nurseries 
and two parks were added to the city. 


RESTRICTED MARKETS FOR CHINA PRODUCE 


The recent trend of sales of China Produce appear to 
indicate that there is smaller demand for Chinese native 
goods in world markets. The bulk of Chinese exports are 
handled by Soviet Russia which sells them in Western 
Europe and elsewhere at prices lower than Chinese quota- 
tions. Nevertheless, demand is sluggish in view of the fact 
that Chinese products are either non-essential or substituted. 
This is very upsetting to Peking, which counts on more agri- 
cultural production to barter for machinery and machine 
tools etc. to support a programme of heavy industry. 


The principal exports from China are tung oil, wolfram, 
cassia, gallnuts, soya beans, livestock and foodstuffs. There 
is not much demand for wolfram in world markets. The 
United States, which is committed to boycott all goods 
from Communist China, is producing soya beans and tung 
oil instead of buying these commodities from China. 


It is reported that the exchange of Chinese rice for 
Ceylonese cotton and rubber has declined owing to the 
lesser output of rice. The shortage of rice seems serious 
as certain rice imported from Thailand was sold in Canton 
at a low price through some Chinese merchants. Shipments 
were handled via Chungshan County. China has also order- 
ed groundnuts from Indonesia, as the two countries have 
just concluded a trade arrangement. It is evident that 


mainland China while exporting rice and groundnuts is short 
of these staples. 


Spring cultivation has been under way in South China, 
but the rainfall during late March and early April has n 


been sufficient. There is some apprehension that the ne. 
crops may not come out well. 


(Continued on Page 516) 
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HONGKONG STATISTICAL 


FAR EASTERN 


Economic REVIEW 


For January 1954 


The statistical information for January given below is 
based upon HK Government figures. December and Jan./ 
Dec. 1953 statistics are contained in the Review of March 18 
(Vol. XVI, No. 11). 


Vital Statistics—Births registered in January 7409 
(Chinese 7338, non-Ch. 71). Monthly averages: 1951, 5708 
(Ch. 5651); 1952, 5998 (Ch. 5931); 1953, 6295 (Ch. 6219). 


Deaths registered, 1386 (Chinese 1371, non-Ch. 15). 
Monthly averages: 1951, 1715 (Ch. 1700); 1952, 1622 (Ch. 
1608); 1953, 1525 (Ch. 1511). 


Slaughterhouse—Animals 
48,167). Monthly averages: 
1953, 46,068. 


Vegetable Market— Vegetables marketed at the Govt. 
wholesale vegetable market, Kowloon, 7349.64 tons. Month- 
ly averages: 1951, 3315 tons; 1952, 3853 tons; 1953, 4574 
tons. 


Fish Market—Fish marketed 3134.7. tons. 
averages: 1951, 2513 tons; 1952, 2860 t.; 1953, 2620 t. 


General Post Office—Revenue $1,727,547.75 (stamps 
$1,424,222.75; receipt stamps $231,480). Monthly averages: 
1951, $1,278,886; 1952, $1,357,182; 1953, $1,601,082. 


Building—New building construction in January, 84 
buildings costing $4,254,834 with site work $317,768. 
Average monthly cost of building: 1950 (Apr.-Dec.) $9.8 
million; 1951 (year) $6.5 m.; 1952 $10.8 m.; 1953 $6.6 m. 


slaughtered 50,964 
1951, 51,467; 


(swine 
1952, 57,591; 


HK Building Construction in January 1954 


Cost « Site Work 
City of Victoria: No. $ 
Factories & Godowns ...... 2 565,306 — 
Houses and Flats ............ 4 138,182 — 
6 703,488 — 
Island Outside Victoria: 
Factories & Godowns ...... 2 17,350 on 
Houses and Flats ............ 23 1,435,639 152,800 
Other (incl. Mixed Accom.) z 5 132,201 — 
30 1,585,190 152,800 
Kowloon & New Kowloon: 
Factories & Godowns ...... 1 74,800 — 
Houses and Flats .......... 39 2,123,494 164,338 
Other (incl. Mixed Accom. 8 471,350 630 
48 2,669,644 164,968 
Summary: 
City of Victoria ............... 6 703,488 — 
Island Outside Victoria ... 30 1,585,190 152,800 
Kowloon & New Kowloon 48 2,669,644 164,968 
Total for January 1954 84 4,254,834 317,768 


Vehicular Traffic—Number of vehicles & drivers 
licensed as at December 31, 1953: 

Vehicles: 
344 
283 


Monthly 


REPORTS 

Public Commercial Lorries ............ 1,396 
Private Commercial Lorries ........ 1,252 
Govt. Care 846 
Rickshaws (Private) 49 

853 

Drivers: 

Motor Drivers’ Licences ................ 33,547 
Rickshaw & Tricycle Drivers ........ 2,926 
Hand Truck Drivers 4 


Traffic Accidents & Casualties—Number of Accidents in 
January, 485 (HK 232, Kowloon & NT 253). Monthly 
averages: 1951, 571; 1952, 672; 1953, 701. 


Number of Casualties, 294 (HK 96, K. & NT 198). 
Monthly averages: 1951, 263; 1952, 303; 1953, 331. 


Cement—Production of Cement 
metric tons. Monthly averages: 
1952, 5772 m.t.; 1953, 5315 mt. 


in January, 10,346 
1951, 5970 met. tons; 


HK Production of Electricity 


1954 
January 
Kw. Hrs. 
Bulk Supply Consumers ............... 12,177,267 
244,708 


HK Gas Manufacture & Distribution 


1954 
January 
Cubic feet 
49,184,700 
2,784,100 
2,861,100 


54,829,900 


Domestic 
Industrial 


Total 


KOWLOON-CANTON RAILWAY (BRITISH SECTION) 


1954 
January 
Passengers: Local: No. 
149,521 
Downward ............ 140,239 
Concession Tickets 24,431 
Goods: Local: Kgs. 
2,419,770 
Downward ........... 6,676,160 
Revenue: Passengers: H.K.$ 
249,105.35* 
Goods: 
72,898.60 
Miscellaneous Receipts 74,783.59 


* Includes $23,499.20 (Concession Tickets). 
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HONGKONG’S TEXTILE INDUSTRY 


By C. D. SILAS 


The early history of the textile industry in Hongkong 
was identified with weaving and knitting by machines entirely 
worked by hand, placed in cottages and back rooms and 
turning out, for the most part, fabrics for domestic purposes 
within the family. The power plant looms which were later 
installed to produce fabrics on a commercial scale did not 
entirely replace the hand looms, but served merely to in- 
crease the total number. Thus there has always been a 
weaving industry in Hongkong with its complement of skill- 
ed and semi-skilled workers. 

The advent of the spinning mills in 1948 and 1949, with 
installations of modern automatic looms, brought its own 
problems, one of which was that the local labour market 
could not provide workers capable of manning the new 
machines. Despite these difficulties the textile industry has 
continued to grow in importance until today it employs the 
largest labour force in the Colony, estimated at 35% of the 
total number of registered workers. 


There are now thirteen cotton spinning mills in Hong- 
kong. These are equipped with the most modern type of 
machinery, driven by individual electric motors and housed 
in up-to-date factory buildings designed to provide maximum 
efficiency in lay-out. The total number of spindles in opera- 
tion at present is 214,000 and they are worked in three 
eight-hour shifts in every twenty-four hours. The number 
“f spindles is, however, being increased and it is expected 

it some 45,000 more will be added within the next few 
months. 


Supplies of raw cotton are imported into the Colony 
from various parts of the world—Pakistan, the United 
States, Mexico, Brazil, Turkey, Iran, Syria, Egypt, India, 
Burma, Kenya and the Sudan. The counts of yarns spun 
range from 10s. to 42s. and can be supplied in single or 
multiple threads. Production is of excellent quantity, much 
sought after by both local and overseas knitting and weaving 
factories. Total output is at present some 15,000 bales per 
month, each of 400 lbs. net, that is to say, about 72 million 
pounds in weight per annum. A large part of the production 
is exported to Indonesia, Pakistan, Burma, the Philippines, 
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HONGKONG’S TRADE WITH OTHER COUNTRIES 
IN EAST ASIA 


Imports Exports 
1954 1954 

January January 
% of % of 
$ Total $ Total 
Trade Trade 
747,513 .28 1,879,342 94 
170,140 .06 463,301 .23 
2,492,731 93 3,348,405 1.67 
6,082,910 2.26 1,227,154 .61 
6,815,486 2.53 1,511,129 .75 
13,328,949 4.95 31,400,564 15.67 
Philippines 156,052 .06 4,295,277 2.14 
5,576,441 2.07 10,672,388 65.32 
5,499,488 2.04 16,462,594 8.21 


China (excl. 
Formosa) __..... 57,786,353 21.49 
2,597,181 .96 
suth Korea ......... 774,263 .29 
Total Trade of 
Hongkong 


34,449,739 17.19 
9,121,166 4.55 
7,790,210 3.89 


... 268,947,690 100 200,409,686 100 


Indochina and South Korea. Minor quantities find their way 
into the Australian and African markets. 

With a view to improving quality and jin order to spin 
yarns of finer counts, some local mills have installed combing 
plants and have changed over to roller-bearing spindles. 
Several mills are equipped for weaving and utilize the latest 
type of automatic looms. These, together with other looms 
housed in independent weaving sheds, total some 6,000 
machines. The cloths produced are sheetings, shirtings, drills, 
matts, osnaburgs, cellular fabrics, checks and suitings. In 
addition considerable quantities of tapes, webbing, laces and 
other wares are also turned out. Exports-are mainly to 
Pakistan, Indonesia, the United Kingdom, Australia, East 
and South Africa, Burma, South Korea and the Philippines. 
Three weaving companies are engaged in the production of 
brocaded silk goods for making up into house-coats, tea 
gowns, evening coats, etc. 

Although there are no facilities for the printing of 
cloths, a number of cloth dyeing and finishing factories 
produce excellent results. Recently one of the spinning 
mills acquired a modern unit for the pressure dyeing of 
yarns in packages. 

In addition to spinning and weaving there is a consider- 
able knitting industry made up of a large number of small 
factories. These produce excellent articles of underwear 
and outer garments, swim-suits, socks and stockings, in silk, 
cotton and woollen yarns. Numerous shirt, garment and 
hat-making factories also produce goods for export. 

In 1953 textile exports exceeded a value of HK$400,- 
000,000. 

As is the case in other textile producing countries, Hong- 
kong’s exports of textiles have been, and still are, hampered 
by a number of restrictions imposed by various overseas 
governments for political and economic reasons. Pakistan 
and India are endeavouring to attain self-sufficiency in 
textiles as soon as possible by improving and expanding 
equipment. In Burma a Government-owned spinning mill 
has been completed and is now in full operation. In Formosa 
new textile factories, installed with American aid, are pro- 
ducing surpluses for export. In addition to restrictions on 
imports by various countries, Hongkong’s textile industry 
now has to face increasingly severe competition by other 
producing countries. Thus, the textile industries in India 
and Japan have been adding to their equipment with a view 
to increasing their exports to markets in South-East Asia 
and elsewhere. The re-emergence of Western Germany as 
an effective competitor is a factor which is causing dis- 
quiet, while the grants provided by the United States under 
various aid programmes have been used not only to en- 
courage exports of United States cotton but also to sub- 
sidize shipments of United States textiles to new markets 
such as Indonesia, Formosa, Iran, and Thailand. 

In view of the changing conditions in markets for 
textiles throughout the world, it is very difficult to give any 
estimate of Hongkong’s future exports. Even if stable 
economic conditions prevailed today, it would be hazardous 
to forecast demand or price tendencies in respect of raw 
cotton in the world’s exchanges. The leaders of the textile 
industry in Hongkong are fully alive to the difficulties which 
lie ahead. By adopting measures for reducing costs of pro- 
duction by all the technical means available they hope to 
meet successfully the increasingly severe competition in 
textile markets and to maintain full operation of the in- 
dustry in the Colony. 
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FINANCE & COMMERCE 


HONGKONG SHARE 
MARKET 


Last week the tone of the market 
was distinctly depressed with rates 
generally receding. In a number of 
counters a reaction to the previous 
upward movement has set in. Inves- 
tors are less anxious to buy at current 
rates as the yield, now being down to 
6—7% on average, appears not tempt- 
ing at all with the private money 
market still offering 12% p.a. on first- 
rate mortgages. While earnings of 
most public companies can be taken 
for granted as ample to guarantee also 
in future the present level of dividend 
payment, industrials may suffer certain 
declines as the local recession is still 
with us and there is no sign for its 
abatement. Prices have been some- 
what overdone in the bullish markets 
of recent months. Merchants who 
have temporarily invested idle funds in 
local securities are often finding more 
profitable opportunities or believe at 
least to have found such, and there- 
fore sellers often put in an unexpected 
appearance. The. real estate market 
is attracting in spite of the obvious 
overbuilding in parts of the Colony 
considerable amounts of capital, prin- 
cipally from Chinese individuals and 
firms. Sharebrokers are once again 
finding it hard to balance scrip. on 
offer with ready purchasers and there- 
fore a slightly downward trend may 
continue for some time, interrupted by 
occasional rallies, until a higher yield 
level has been attained. 


SINGAPORE SHARE 
MARKET 


The share market benefited from 
better Commodity prices and Industrial, 
Tin and Rubber’ shares’ contributed 
more evenly to the progressively in- 
creasing volume of business. In the 
Industrial section Gammons continued 
to have a large turnover. Although on 
the announcement of the 40% dividend, 
an increase of 5% over the previous 
year, shares changed hands at $3.37% 
they soon fell back to $3.32%_ ed. 
Increased inquiry took Malayan 
Cements up to $1.33 whilst Malayan 
Collieries stagnated at 75 cents. 
Robinson & Co. whose 
appears to have attracted the usual 
great crowd of would-be purchasers, 
improved to $1.82% and Straits Traders 
moved prominently to $22% with 
buyers over. Hammer and _ Singapore 
Cold Storage continued to have takers 


Annual Sale 


at $3.00 and $4.75 respectively and 
Wm. Jacks closed better at $2.85 
buyers. United Engineers showed 
further signs of weakness with business 
down to $12.20 as also Henry Waugh 
with sellers at $2.10 ex dividend ex- 
rights. There was an increased de- 
mand for Tin Shares which covered a 
wide spread, but the main turnover 
was in certain selected’ stocks such as 
Sungei Way which went from $2.75 to 
$2.87%. The Rights went from 21 to 
30 cents. Here the Board has in- 
dicated a prospective mining profit of 
65% with the metal at £600 a ton and 
a life of 15 years. Hong Fatts ad- 
vanced to $1.47% in the belief that 
higher outputs will be maintained with 
ease, that mechanisation has decreased 
the labour required and that the ac- 
counts will show a very much stronger 
position. Looking further afield, 
Austral Amalgamated had buyers be- 
cause of the prospects from 1955 on- 
wards when four dredges will be in 
action. Kampong Lanjut rose rapidly 
to 26/- on rumours that the No. 2 
dredge was soon going into action and 
Lower Perak, on the publication of the 
March output of 3014 piculs touched 
13/9. London bids attracted Ampats 
up to 9/1% and Southern Kinta to 
16/10%, whilst local demand pushed 
Renong Tin to 12/3 cum the 15% 
dividend. As the Commodity fluctuated 
so Rubber Shares had their ups and 
downs. However the main tendency 
was upwards with an increasing turn- 
over. Ayer Panas reached 85 cents 
before profit takers came out but Batu 
Lintang strengthened further to $1.23. 
Jeram Kuantan, whose report is dealt 
with below, had a rise of 10 cents, as 
also Kempas with business done from 
$1.10 to $1.20. Offerings of Singa- 
pore Taxables continued to be very 
scarce and the whole Loan section had 
little business. 


HONGKONG TRADE 
REPORTS 


Just before the Easter holidays, 
chicken eggs flooded into Hongkong 
from the mainiand and the price slid 
down to $111 per one thousand. How- 
ever, firm trends. prevailed on_ the 
paper, industrial chemicals, China pro- 
duce and metals markets. South Korea 
was still the biggest buyer. Com- 
munist China, Taiwan, Indonesia were 
comparatively quiet and exports’. to 
Thailand and Burma were curtailed 
due to competition and lack of pur- 
chasing interests. With the require- 
ments of consular invoices for exports 
to the Philippines, shipments dropped 


strategic control. 


FAR EASTERN 


_ Economic Review 


to almost nil. However, with the 
increased business transacted and 
stocks getting low, local importers are 
placing more orders with Western 
Germany, Belgium and Japan for 
autumn goods to the amount of about 
HK$9 million during the past two 
weeks. The goods ordered were metals, 
dyestuffs, fertiliser, paper and consumer 
goods in general. {seal exporters also 
welcomed the addition of 14 items to 
the list of Hongkong-originated manu- 
factures permitted entry into’ the 
United States, and the clarification 
of the import and re-export procedure 
of chemicals by the concerned authori- 
ties. 

China Preduce: During the past 
week, Woodoil suddenly regained its 
popularity when buyers from Europe 
paid £130 per ton c. & f. for 200 tons. 
Another 60 tons were transacted at 
£131. Woodoil prices in London just 
before the holidays jumped from £138 
to £141 for spot cargo; £134 to £138 
for April shipment; £135 to £139 for 
May shipment; £131 to £138 for June 
shipment, and £129 to £135 for Julv 
shipment. Soyabeans, however, he 
dropped from HK$62 to $55 per pic 
due to the expected arrival of 10,000 
tons of Dairen soyabeans_ transacted 
through London. Japan’s import quota 
for soyabeans for April/June is 13,000 
tons and that for July/Sept. is 7,000 
tons; but it is reported that Japan 
has no Sterling reserve for soyabeans 
and that she is cutting down her im- 
ports to save foreign exchange. Tea 
attracted buyers from Australia, Ran- 
goon and England. Gallnuts were 
bought by some European customer at 
HK$18 per picul and Toasted Garlic 
soared from $58 per picul to $64.20 
under continued buying support from 
Indonesia, Singapore and _ Thailand. 
European buyers are again interested 
in the locally reconditioned Feathers. 
Industrial Chemicals: Recently, Govern- 
ment published a list of goods which 
may be imported without an Essential 
Supplies Certificate or exported to any 
destination within the limitations im- 
posed by exchange control or other 
requirements not connected with 
However, most of 
them will still require import and ex- 
port licences. Under the quiet sur- 
face of the industrial market, exporters 


are negotiating purchases outside the 
market on behalf of South Korean 
customers for various items. Metals 


Market: Mainland inquiries plus orders 
from Taiwan and South Korea kept 
the market steady but these orders are 
not substantial and only the following 
items were pegged up: tin plate wags 

waste, black plate waste waste, mi. 
steel round bar, aluminium sheets, tin 
plate, black plate, and_ steel plate. 
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wires slipped down a little. 


etal 
» Market: Under heavy buying 
pport from South Korea: and keen 


interest of Indonesian importers, the 


paper market was very buoyant last. 


week with emphasis laid upon wood- 
free printing, white tissue paper and 
newsprint. Other popular items were 
prime glassine paper, M.G. ribbed kraft, 
white manifold and duplex board. A 
few local trading companies absorbed 
some cigarette paper of European 
origin for possible export to Indonesia. 
Cotton Yarn & Piece Goods: Orders 
from Africa, Indonesia, Pakistan and 
Thailand have covered as far as June 
but the volume is not as large as ex- 
pected. Despite a decline in Japanese 
prices, local manufacturers managed 
to remain barely steady on thin stocks 
and firm prices of raw cotton in the 
world market. 


South Korean Trade: The South 
Korean Government has started a large 
scale purchasing programme with US. 
dollars for the rehabilitation of that 
war devastated country. Listed on 
the programme are trucks, cotton cloth, 
raw sugar, tallow, hides, raw rubber, 
glass, construction materials, bitumin- 
ous coal, coaltar pitch, newsprint, hand 
tools, non-ferrous metals, iron and 
and steel products, logs and automotive 
spare parts. Since many imported 
commodities here in Hongkong are 
selling below cost and local manufac- 


““4red products are competitive, there 


every possibility that most of the 
“items will be bought from Hongkong. 
In fact, South Korea has been the most 
active buyer during the last week for 
paper, metals, and industrial chemi- 
cals. Keen competition among ship- 
ping companies has brought the Hong- 
kong-Pusan freight rate down from 
HK$120 per ton to $70 for general 
cargoes. 


Trade With Communist China: En- 
quiries were received from _ prospec- 
tive mainland buyer for zinc sheets, 
ungalvanized iron pipe, black plate 
etc., but the local metals market so 
far is not stimulated. Some of the 
metals they require cannot be exported 
under existing embargoes. Communist 
China’s foreign exchange reserve is also 
dwindling. Remittances from  Hong- 
kong to China have dropped to under 
HK$15 million a month as compared 
with the average of $35 million per 
menth about two years ago. There 
has also been a steady flow of Hong- 
kong banknotes from China back to 
this Colony. The highest record reach- 
ed was HK$10 million a day. Ex- 
ports to Hongkong from China _ had 
declined this Spring by about 30% as 
the result of under-production. Owners 
of tow-boats operating between 
Hongkong and towns on the West 
River Delta reported a decline in 
freight. China’s exports to Russia 
and other communist countries as well 


_ws some of the free world nations are 


n a barter basis which yields no 


_.-oreign exchange. 


The Woodoil Market in Europe: 
There is a good chance for Hongkong 


exporters to expect more orders for 
China woodoil from Europe provided 
(1) that Communist China does . not 
revise her present terms of payment 
by Letter of Credit with Telegraphic 
Transfer Remittance, and (2) that she 
does not enter into any new barter 
agreements with European countries. 
The annual consumption in Europe for 
China woodoil is about 20,000 to 25,000 
long tons. During the latter part of 
1953 about 8,000- tons were shipped to 
Europe under Communist China’s bar- 
ter contracts with the Eastern and 
Western European countries. These 
countries realized higher than usual 
profit from the goods they exported to 
China and in order to turn the wood- 
oil into cash as soon as possible, they 
unloaded the stock into the market at 
prices as low as £85 per ton ex tank 
in Europe. Thus the woodoil market 
in Europe developed into an abnormal 
phenomenon where its prices are 20 to 
30 per cent cheaper than at any point 
of shipment. Hongkong shipments to 
Europe almost came down to nil. 
Hongkong woodoil exporters were no 
longer interested in the European mar- 
ket. They turned to Japan, Australia 
and other United Kingdom countries. 
Hongkong export trade returns show 
that during 1953 Hongkong exported 
11,000 tons to Japan; 1,780 tons to 
Australia and about 6,000 tons to other 
UK countries. The Communist authori- 
ties were also alarmed by the situation 
in Europe, and raised the floor price to 
£130 per ton c. & f. European ports, 
and no news has yet been heard of any 
new barter arrangements. During: the 
last few months, European buyers have 
been feeling the mood of the Chinese 
on the mainland. Their offer was 
raised from £120 to £128 per ton 
ec. & f. European ports; but China 
stood firm at £130 per ton. Further- 
more, the requirement now is that all 


purchases must. be transacted under 
“L/C with T/T remittance”. China 
is safeguarding against the possible 


freezing of sales proceeds by demand- 
ing T/T payment immediately after 
presentation of shipper’s documents to 
the bank instead of having to wait 
for the documents to be presented to 
the buyers at destination as is the 
case with an ordinary irrevocable letter 
of credit. During the last two weeks, 
Europe first bought 200 tons of wood- 
oil from China through an exporter in 
Hongkong with shipments direct from 
Shanghai to Europe at £130 per ton 
ce. & f. Another 60 tons were pur- 
chased by Western Germany at £131 
per ton c. & f. At present, woodoil 
prices in Europe are about Swiss Francs 
1,465 per ton c. &.-f. Rotterdam 
which is 7% lower than the local price. 
But the prices in London have soared 
to £141 per ton for spot cargo and 
£135 for July shipment. 

It is safe to assume that woodoil 
shipped to Europe last year in pay- 
ment for strategic goods by China on 
barter agreements has all been used 
up and that the buyers are now looking 
for replenishments from Hongkong. 
Woodoil purchased through Hongkong 
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give the buyers the advantage of get- 
ting their supplies on better terms of 
payment. The small (1%% to 2%) in- 
crease in price from Hongkong. ex- 
porters as compared with Communist 
China can easily be offset by the bank 
interest saved from ordinary L/Cs in- 
stead of L/Cs with T/T remittance. 
In the case of L/C with T/T remit- 
tance the buyer has to put down a 
100% deposit with his bank while only 
10% to 30% deposit is required for 
an ordinary letter of credit. Some 
circles are already hoping that in the 
near future if more buying offers are 
forthcoming, the price of woodoil may 
return to the pre-Korean war level of 
£150/£160 per ton. 


Indonesian Trade: Trade with Indo- 
nesia continued to be brisk. About 
2,000 tons of locally manufactured 
goods were shipped to Indonesia during 
the last week. There are more cargoes 
than ships for Djakarta and further 
shipments are expected to catch the 
May/June Puasa Festival. Goods from 
Hongkong included enamelware, sing- 
lets, piece goods, cotton yarn, paper, 
dry batteries, plastic goods and torch- 
lights. However, restricted allocation 
of foreign exchange in Indonesia has 
held up a greater volume of exports 
from Hongkong. 


Trade with Other Countries: Tai- 
wan buyers were comparatively quiet 
during the week and interested only 
in metals, industrial chemicals and 
some red beans. Shipments to Austra- 
lia were quite substantial. Cotton 
piece goods, chinaware, chinese an- 
tiques, cassia and tung oil are among 
the goods sent from Hongkong _ to 
Australia. Australia is one of the 
countries which allows’ unrestricted 
entry of mainland Chinese goods and 
local exporters are endeavouring’ to 
push more China produce into that mar- 
ket. Trade reports from Thailand are 
not too encouraging. Although import 
licences were issued more freely during 
the week, Bangkok importers’ have 
been slow in their purchases due to 
low purchasing power of their own 
people. Shipments from Hongkong to 
Thailand have dropped off 50 per cent 
as compared with the beginning of the 
month. Most of the orders recently 
received were in small quantities: e.g. 
Potatoes 1,000 kilos; Milk Powder 1,000 
pounds. The market is reported to be 
overstocked. In Burma, Japanese por- 
celain wares are attracting more in- 
terest than those imported from Hong- 
kong and it is not expected that por- 
celain orders will come to Hongkong. 
in the near future. 


HONGKONG EXPORTS 
TO U.S.A. 


The Hongkong Department of Com- 
merce and Industry has announced 
under date of April 12 that further 
agreement has been reached with the 
United States authorities regarding the 
procedure for exporting to the United 
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States locally produced, processed or 
manufactured commodities which are 
covered by the Foreign Assets Control 
Regulations of the United States Trea- 
sury Department. Comprehensive Cer- 
tificates of Origin can now be granted 
in respect of ‘the following items in 
addition to those announced previous- 
ly:— ginger, preserved, made from 
Hongkong ginger; white cabbage, dried; 
mustard, preserved; taro; cucumber, 
bitter; apricots, preserved; lychees; 
mulluses, dried; fish gravy; fish maw, 
dried; water chestnut powder; paper 
novelties; lanterns, silk and rayon; and 
abacuses. Discussions are continuing 
on other items. 


HAIRNET MAKING 
IN CHINA 


The gentle art of making hairnets in 
China was first introduced to Chefoo 


in 1907 by a German named Eug. 
Schlaudeker, of Strassbourg, Alsace- 
Lorraine. His first pupils were the. 


families of Mr. Wang Hwa Ting and 
Mr. K. D. Wang, who, in turn, trans- 
mitted the art to other women and 
girls in that district. A year later, 
when the new industry proved success- 
ful, the two Wangs established a firm, 
the first of its kind in China, under 
the name of Fayeh Company, for the 
purpose of. marketing the article on 
a. standardized commercial basis. As 
the new industry began to show signs 
of prosperity, the art rapidly spread to 
other towns and villages in Shantung 
and as far as Haiyang, Tsinanfu, etc. 
During the industry’s most prosperous 
times, hairnets were also produced in 
Hupeh Province. Chefoo, however, has 
remained from that day to this the main 
centre of the hairnet trade. 


While the finished article is a marvel 
of symmetry and delicacy of work- 
manship, the implements employed in 
its manufacture are the simplest that 
may be imagined. A small piece of 
bamboo is the only tool needed, besides 
the raw material, human hair. No 
machines or any other accessories are 
of any use. It is probably the hum- 
blest of all the humble handicraft in- 
dustries in China, proving again, as in 
needlework, the aptitude of the Chinese 
woman in the field of fine craftsman- 
ship. 

During the first year the value of 
the hairnets produced amounted _ to 
only a few thousand dollars, slowly 
increasing during the several  succes- 
sive years. In the early ’20’s Chinese 
hairnets became very popular’ in 
America and Europe, and the indus- 
try rapidly developed. In the Customs 
Returns, “Hairnets’” began to appear 
as a separate item only in 1923, show- 
ing the formidable amount of Hk. Tls. 
4,839,514 (about 7% million Chinese 
dollars) of exports of hairnets from 
China for that year. The United 
States of America ranked first in the 
list of buyers, with Hk. Tls. 3,643,584, 


followed by Canada, Hk. Tls. 704,742; 


Great Britain, Hk. Tis. 238,375; 
France, Hk. Tls. 119,051, and with 
many other countries down the list. 
Chefoo’s exports totalled Hk. 


2,904,973, followed by Shanghai with 
Hk. Tls. 1,858,871 of exports for that 
year. Many fortunes were made by 
enterprising exporters in those days. 

The prosperity, however, did not last 
very long. With the “bobbed hair” 
vogue which swept the world in the 
early ’20’s, the hairnet industry in 
China suffered a severe’ setback, and 
the years following 1923 showed a 
marked decline in exports. From 
nearly Hk. Tls. 5 millions in that year, 
exports dropped to Hk. Tls. 2.7 million 
in 1924, Hk. Tls. 1.7 million in 1925, 
dwindling down to less than 1% million 
Chinese Dollars a year. Exports’. in 
1938 totalled C$1,367,018. 

Although China has always’ been 
the world’s largest supplier of human 
hair, the first material for  hairnet 
making in China was imported from 
abroad. This was due to the fact that 
the Chinese did not possess sufficient 
knowledge in the science of changing 
the colour of human hair, which in 
China has but one hue—black. Now 
the Chinese, with the aid of chemicals 
imported from France, have no diffi- 
culty in transforming brunette hair 
into all shades of brown, blonde, and 
even gray. 


NINGPO LACQUER 


One of the raw materials of great 
artistic and commercial importance in 
the Far East which has yet to be 
imitated with any degree of success in 
this inventive world is the so-called 
Ningpo Lacquer. This is really a mis- 
nomer, for Ningpo is neither the place 
where the lacquer is mainly produced, 
nor can it claim to have immortalized 
this wonderful material with the in- 
tricate processes of preparation and ap- 
plication. But this English name has 
long been in prevalent use, and covers 
several radically different varieties of 
the same substance in the Chinese 
market. Owing to the custom of 
maintaining strict trade secrecy by 
people handling this highly valued ma- 
terial, which was known and esteemed 
as early as in the ancient court of 
Emperor Shen of the Yu Dynasty 
(2255—2205 B.C.), and which since 
then has been constantly mentioned in 
Chinese classics and literature, this 
same raw material must have’ gone 
through various processes of develop- 
ment in its production and ingenious 
use and thus received all sorts of fancy 
names in the hands of different arti- 
sans. 

According to recent archaeological 
discoveries, some lacquer wares belong- 
ing to the Han Dynasty (206 B.C.—219 
A.D.) have been unearthed and found 
perfectly intact, with the date, designs 
and the maker’s name clearly preserved, 
such showing not the least effect of 
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wear and tear by time or by contact 
with the underground moisture. Wh 
a strange material it is! But unlik- 
the Chinese wood oil or tung oil, this 
natural varnish has not received so 
wide attention in the world market as 
it no doubt deserves, considering its 
great economic and artistic values. 


The lacquer under discussion is not 
a compound, although not infrequently 
adulterated with tung oil or perilla 
cil, but a gum or resin, which runs 
from a tree called Tsi-Yu, or varnish 
tree, in Chinese. The leading variety 
is Rhus’ vernicifera, indigenous’ to 
China. It grows rather fast and may 
reach a height of sixty feet and a 
girth of ten feet when left alone. 
Owing to the tapping for its valuable 
sap, the tree rarely lives to become 
very old, and usually’ suffers a pre- 
mature death; and yet its virility still 
enables it to put forth rapidly new 
growth from the root even when the 
main trunk cut off. The plant 
actually matures in two forms, the 
male and female. The flower coming 
forth on the male tree differs from 
that of the female. The seeds are 
covered with wax, also of great use. 
The sap is found between the wood 
and the thick layer of bark. 


As to the climatic conditions suitable 
for the growth of this tree, both the 
temperate and the torrid zones offer 
opportunity. It has been found that 
the northern part of the temperat: 
zone and higher table lands . 
warmer regions offer the best lands 
for planting. In China, besides the 


NOTICE 


HCNG KONG MINES, LIMITED 


NOTICE IS HEREBY GIVEN 
that the Ordinary Yearly Meeting 
of Shareholders will be held at 
the Registered Office of the Com- 
pany, Third Floor, Prince’s Build- 
ing, Des Voeux Road, Central, 
Hong Kong, on Tuesday the 27th 
April, 1954, at Noon for the pur- 
pose of :— 


(1) Receiving the Report of the 
Directors together with the 
Statements of Account. 


(2) Election of Directors. 
(3) Election of Auditors. 
(4) General. 

The Transfer Books and Re- 
gister of Members will be closed 
during the fourteen days im- 
mediately preceding the Ordinary 
Yearly Meeting. 


By Order of the Board , 
of Directors, | 


MARTIN & CO., | 
Secretaries. 


Hongkong, 12th April, 1954. 
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producing centres located in 
e provinces of Fukien, Hupeh, 
Anhwei and Shensi, we find Chekiang, 
Szechwan, Kwangtung, Kweichow all 
enjoying a certain quota in its produc- 
tion. Any vacant spaces near. the 
farm lands along the hill slope or by 
the road side are fitting and proper for 
its propagation. The best soil would 
be a sandy loam with a gravel sub- 
stratum, in which case even low valleys 
between hills become no longer ob- 
jectionable, although marshy lands and 
clayey soils are distinctly harmful, 
causing decay in the roots. As sun- 
shine is the most essential requirement, 
the northern side of hill slopes should 
never be utilized for planting the trees. 

The propagation of the varnish tree 


can be accomplished by either of the 
following processes: 


1. Seed Propagation. The tree 
blossoms in the early part of June and 
bears fruit in October. The seeds from 
the fruit may be sown either in early 
spring or in the autumn. In either 


NOTICE 


THE DAIRY FARM, ICE & 
COLD STORAGE CO., LTD. 


Notice to Shareholders 


Notice is hereby given that the 
Fifty-fourth Ordinary Yearly 
1} Meeting of the Shareholders in 
i| the Company will be held at the 
Company’s Office, Windsor House, 
{| Mezzanine Floor, Hong Kong, on 
i| Friday, 30th April, 1954, at 11.00 
| a.m. for the following purposes :— 


1. To receive and consider the 

Statement of Accounts for 
| the year ended 31st Decem- 
; ber, 1953, the Balance Sheet 
as at that date and the Re- 
ports of the Directors and 
| Auditors thereon. 


1} 2. To declare a Final Dividend 
: in respect of the year 1953. 


3. To elect Directors. 


4. To appoint Auditors and fix 
their remuneration. 


5. To transact any other Or- 
dinary business of the Com- 
pany. 

Notice is also hereby given that 
the Transfer Books of the Com- 
pany will be closed from Friday, 
16th April to Friday, 30th April, 
1954, both days inclusive. 


By Order of the Board 
| of Directors, 


Secretary. 


| Hongkong, 5th April, 1954. 


case they must be first cleared of the 
layer of wax which otherwise prevents 
the absorption of moisture and con- 
sequently retards the seed germination. 
The native process is to prepare a 
sufficiently alkaline liquor from wood 
ash and boiling water, in which, after 
cooling, the seeds are steeped. Then 
the mess is stirred to remove the wax, 
and at the same time to detect the 
lighter seeds, which, being useless, can 
thus be removed, leaving only the good 
ones for nursery growth. After’ the 
seedlings have. reached a height of more 
than two feet, they are’ then trans- 
planted to places intended for per- 
manent growth. 


2. Root Propagation. The varnish 
tree is vigorous and easily grown. A 
piece of the root of an old tree about 
a foot long, if taken out from under- 
ground in early spring, before’ the 
sprouting of buds, and planted with 
the small end upward and_ with 
one inch or so exposed above the 
ground, will grow into a new tree and 
reach an earlier maturity for tapping 
purposes than that from seed, although 
its life is somewhat shorter. 


Ningpo lacquer dries only under 
particular conditions. Moisture’ and 
warmth are two essential! factors. Con- 
sequently for industrial purposes and 
bigger jobs, as in the painting of house 
parts or a railway coach, when the lac- 
quer is often cheapened with certain 
amounts of perrila oil, the monsoon 
season offers the only time during the 
vear for the painting work to be done. 
Even then only thin coatings, with 
thorough drying each time, should be 
applied one after the other. Before 
applying the next coating, the previous 
one must not only be dry but must 
be rubbed smooth by special means. 
Three coatings well applied will stand 
many years as an external paint on a 
railway coach, without showing the 
least effect of wear, and in spite of 
the necessary strenuous washing and 
weathering. With decorative lacquer- 
ed articles, the method of application 
is much more elaborate and prolonged. 
Suffice it to say that a pair of Chinese 
chop sticks or a cigarette box is built 
up coat after coat, with the same lac- 
quer, starting with a string of silk or a 
sheet of paper; and it costs a workman 
infinite care and patience of several 
months for its completion! 


LETTER TO THE EDITOR 


New Commercial Sterling System 


In your article headed New Com- 
mercial Sterling System contained in 
your issue of April 8th, you state that 
England’s exports may be unfavourably 
affected as no country is obliged any 
more to spend its Sterling earnings 
for purchases in the Sterling area. 
Surely there are no grounds for as- 
suming this. One may just as well 
argue that Britain’s exports’ will in- 
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crease because a country may obtain 
additional Sterling exchange to make 
purchases by exporting to a third 
country goods which Britain is not 
prepared to import. Sterling is only 
a claim on British goods and ultimately 
British goods must be exported in set- 
tlement of this claim. The payment 
of Sterling to another party merely 
transfers the claim. Sterling has now 
a greater value as an _ international 
currency and therefore a_ purely 
monetary demand may arise for it. 
As a result holders of Sterling may 
retain their holdings to use as an 
international currency rather’ than 


spend them on British exports. This 


might affect exports for a short while, 


NOTICE 


THE DAIRY FARM, ICE & 
COLD STORAGE CO., LTD. 


Notice to Shareholders 


Extraordinary General 
Meeting 


Notice is hereby given that an 
Extraordinary General Meeting 
of the Dairy Farm, Ice & Cold 
Storage Co., Ltd. will be held at 
the Company’s Office, Windsor 
House, Hong Kong, on Friday, 
380th April, 1954, at 11.15 a.m. (or 
as soon thereafter as the 54th 
Ordinary Yearly Meeting to be 
held at 11.00 a.m. on that date 
shall have been concluded) for the 
purpose of considering, and if 
thought fit, passing the following 
Special Resolution :-— 


“Tt is hereby resolved that the 
New Articles of Association 
produced to the Meeting, and 
for the purpose of identifica- 
tion subscribed by the Chair- 
man thereof, be adopted as the 
Articles of Association of the 
Company in _ substitution for 
and to the exclusion of all 
existing Articles of Association 
of the Company.” 


Copies of the proposed New 
Articles of Association are avail- 
able for the inspection of Share- 
holders at the Registered Office 
of the Company during normal 
office hours. On written applica- 
tion to the Secretary, a copy can 
also be supplied to any Share- 
holder who wishes to peruse the 
proposed new Articles at leisure. 


By Order of the Board 
of Directors, 
A. A. BREMNER, 
Secretary. | 


Hongkong, 5th April, 1954. 
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but on the other hand, this monetary 
demand in Sterling will lead to ex- 
pansion of trade with the Sterling area 
(with a resultant increase in exports) 
for it is only by trade that additional 
Sterling can be acquired. 


“CARBOLIC”’ 


RICE IN 1954 


At the close of 1951 most economists 
agreed that the shortage of rice was 
a matter of grave concern. This short- 
age lasted throughout 1952 and was 
reflected in further rises of prices. In 
the meantime, however, farmers in most 
areas suitable for rice growing in- 
creased their efforts to make larger 
supplies available. Aided by various 
forms of government assistance and 
favoured by weather’ conditions, the 
farmers in many countries succeeded 
in harvesting larger rice crops to- 
wards the end of 1952 and the begin- 
ning of 1953. As a consequence, the 
rice position began to ease in 1953. At 
the same time other cereals began to 
be offered more freely. Some of the 
leading rice importing countries con- 
sidered that the changed situation 
should find a reflection in a reduction of 
prices. International trade was, there- 
fore, on a lower level during most of 
1953 and stocks began to accumulate 
in some countries. These stocks are, 
however, small when viewed against 
the total world consumption, but if 
present trends continue, they may by 
July 1954 exceed half of the recent 
annual world trade in rice. The level 
of rice prices in the near future de- 
pends mainly on the size of the rice 
crops to be harvested at the end of 
this year and in the beginning of 1954, 
on the price movements of other 
cereals and on certain government 
policies concerning consumption. It 
is clear that the global amounts of 
rice available for export in 1954 will 
be considerably greater than _ the 
quantities taken by importers im 
1958. 


(Continued from Page 508) 


TUNG OIL AND GALLNUT TRADE 


China is encountering difficulty in 
pushing exports of tung oil, the pro- 
duction of which is actually on _ the 
increase. The reason is that more tung 
trees were planted in 1947 and 1948, 
which are now yielding oil. The 
United States was the principal buyer 


of Chinese tung oil before the advent 
of the Communist administration but 
has now ceased further’ purchases. 
Within a short time the United States 
will have tung oil for export. This is 
expected to compete with Communist 


China in the same manner as soya 
beans. Another principal item of 
Chinese export is gallnut used for 


manufacturing dyes. Substitutes for 
gallnuts have been found, and export 
of this commodity will probably de- 
crease. 

In the circumstances, the barter 
policy of the Peking Government may 
soon prove to be impracticable, as 
affecting national economy. Export of 
rice has resulted in widespread famine 
in many parts of the country. 
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CHINESE MILITARY ROAD 
IN TIBET 


Many miles of an all-weather road 
in Tibet linking two major airfields 
capable of handling the largest bombers 
and jet planes have been completed. 
Four small airfields have been con- 
structed by the Communists along the 
road from Ghartok, Western’ Tibet, 
to Shigatse, in the east. The road 
parallels the northern borders of 
Nepal and is to provide an important 
communications link over the Hima- 
layan terrain. Tibet is suffering from 
a food shortage, with rice smuggled 
from Nepal selling at extremely high 
prices as a result of the influx of 
Chinese into Tibet. 


SUNDAY, WEDNESDAY, FRIDAY — HK$720. 
NEW EXCURSION FARE HK$1,148.00 ROUNDTRIP. 


HONG KONG BOOKING OFFICE: 
St. George’s Building, No. 2 Ice House St., H.K. Tel: , 31288. 


KOWLOON BOOKING OFFICE: 


Peninsula Hotel Arcade, Kowloon. 


Tel: 54152/3. 
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Published and edited by ERIC E. HALPERN for and on behalf of The Far Eastern Economic Review Ltd., 
at 322, Queen’s Building, Victoria, Hongkong.—Telephone: 32429. 


The Far Eastern Economic Review is published weekly and printed in Hongkong by the Graphic Press 
Ltd., 4, Queen’s Road, C. Tel, 36731. 


Annual subscription rate: $80. 


Cables: Ficom. 


Overseas $93 or £6.0.0-or US$16.- 
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. you are assured of fast comfortable 
journeys in 4 engined ‘Skymaster’ aircraft 
ciewed by British pilots who have . 
travelled more than 40,000,000 passenger 


miles with one of the finest punctuality M4 
records in the Far East. e 
The reduced administrative costs of a e 
regional airline enable Cathay Pacific Airways 
to offer reduced fares without detriment to ° 
standards of comfort, efficiency, e 
punctuality or safety. | 


And To RANGOON, CALCUTTA, SINGAPORE, 
SAIGON, HAIPHONG, HANOI, MANILA, e 
JESSELTON, SANDAKAN, LABUAN. 


Passages, call 56260, 34149, Freight, call 58948 
BUTTERFIELD & SWIRE (H.K.) LTD.,.and major tourist agents. 


BEPPU NAGOYA (Main Office) TOKYO (Main Office) 
FUKUOKA Akatsuka Asakusa 

HIROSHIMA OSAKA (Main Office) Ginza 
ICLINOMIYA Semba Ginza Minami 
KOBE (Main Office) Shinsaibashi Hibiya 

Nagata Umieda Kanda 

Yebisubashi 

Tor a arunouchi 
KOKURA OFARU Ningyocho 
KURUME SETO 
KYOTO SHIMIZU Y aesudori 
MATSUMOTO YOKKAICHI 
MOJI SHIMONOSEKI YOKOHAMA (Main Office) 
NAGASAKI SHIZUOKA Yamashitacho 

Overseas Offices 

BOMBAY : 221, Dr. Dadahai Naroji Rd. Fort, Bombay. 
CALCUTTA: 5, Clive Row, Calcutta, India 
HONGKONG: Caxton House, No. 1 Duddell St., 3rd Floor, 

Hongkong. 
KARACHI: Qemar House, Bunder Road, Karachi, Pakistan 
LONDON : 7, Birchin Lane, London E.C. 3, England 
NEW YORK: 100 Broadway, New York 5, N.Y., U.S.A. 


THE BANK OF TOKYO, LTD. 


| BOARD OF DIRECTORS 


President 
KATSUHIKO HAMAGUCHI 


Vice-President 


TORAICHI IJUIN 


Executive Directors 


MITSUSUKE FUNAKOSHI 
YUJI SEKINE 


Directors 
KIYOZO KUWAHARA 


YUKICHI SUGIHARA 
KOJI MATSUMOTO 


Auditors 


MATSUJIRO TAKESHITA 
YASUYOSHI SAITO 


SHIGEO HORIE 
TERUO OHTA 


YEISUKE ONO 
KOICHIRO YAMAZAKI 
GONSUKE TAKEI 


HEAD OFFICE: Nihombashi, Chuo-ku, Tokyo 
Domestic Offices 


Affiliation 


THE BANK OF TOKYO OF CALIFORNIA 
San Francisco, Los Angeles 


— 


Cable address: 


701/7 Edinburgh House, P.O. Box 85, Hong Kong 
WHEELOCK HONG KONG 


FINANCE 
SHIPBUILDING 
SALVA G SE 
REAL ESTATE 
MERCHANDISING 
INSURANCE 
WAREHOUSING 
AVIATION 


MARDEN COMPANY, LIMITED 


MOTOR VEHICLES 


The Wheelock Marden Group have offices in New York, Tokyo, Yokohama, 
Kobe, Osaka, Shanghai, Singapore, London and principal cities in the U.K. 
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50 YEARS 


EXPERIENCE AT YOUR SERVICE 
To 


SOUTH AFRICA 
and 
SOUTH AMERICA JV. V. 


Regular Monthly Fast Express Service by our well-known vessels 
BOISSEVAIN, RUYS, TEGELBERG etc. 


To 

BRITISH EAST AFRICA 
and 

SOUTH AFRICA V. VY. 


Regular Monthly Service 
Accepting Transhipment Cargo on Through Bills of Lading 


To 
West African Destinations 


Te 
SINGAPORE AND INDONESIA 


Regular Fast Service by Our New Comfortable Vessels 
TJIWANGI/TJILUWAH every 2nd and 16th of each month. 


Refrigerated cargo space, cargo oil tanks, 
and strongroom compartntents available 


To 
JAPAN AND INDONESIA 
(including BALI) 


Special Holiday Roundtrip Fares 


Agents for 
HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 


Offices in Hongkong, Japan, Philippines, Indonesia, 
Sydney, Durban, Buenos Aires, Amsterdam. 
AGENTS THROUGHOUT THE WORLD 


Particulars gladly supplied by 


ROYAL INTEROCEAN LINES 


King’s Bldg. ground floor, Tels. 28015/18. Hong Kong. 


Pan American World Airways, Inc., Incorporated in the State of New York, U.S.A., with limited liabil® 


AMSTERDAM BRUSSELS 
FRANKFURT BERLIN 
COLOGNE DUSSELDORF 


In which of 


these major — 
European BREMEN HANOVER 


ZURICH ROME PARIS 
NICE BARCELONA 
MADRID LISBON OSLO 


markets are 
you selling? 


STOCKHOLM HELSINKI 
COPENHAGEN 


One-carrier 


CLIPPER CARGO 
SERVICE 


THERE FASTER 
...assures dependable handling 


® Pan American expedites your cargo through customs 
fast. Keeps it moving to market with no loss of time. Your 
shipments get personalized service all the way by this 
one-carrier service. 

© Fast, frequent schedules insure speedy delivery. 

® Pan American flies more international cargo than any 
other airline. Discover the benefits one-carrier Clipper 
Cargo service can offer you. For details and schedules— 


CALL YOUR CARGO AGENT 
er Pan American 
Alexandra House, Phone 37031 (Cargo Section) 
Peninsula Hotel, Phone 57572 


*Trade-Mark, Pan American Werld Airweys, ina. 


World’s Most 
Experienced 
Airline | 


PAN AMERICAN 
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DODWELL COMPANY 
LTD. 


HONGKONG & SHANGHAI BANK 
BUILDING 


HONG KONG 
P.O. Box No. 36 Telephone No. 28021 


Importers, Exporters, Shipping and 
Insurance Agents, Machinery and 
Contracting Engineers, Refrigeration 
Engineers, Office Equipment Experts, 
Wines and Spirits Stockists, Suppliers 
of Ships’ Paints, Provisions and 
Pharmaceuticals. 


HEAD OFFICE: 
24,ST. MARY AXE, LONDON, E.C.3 


BRANCHES: 
HONG KONG MANILA 
TOKYO NEW YORK 
YOKOHAMA VANCOUVER 
NAGOYA COLOMBO 
KOBE CANTON’ 
OSAKA FOOCHOW’” 


* Business temporarily suspended. 


SUBSIDIARIES :— 
Dodsal Limited, Bombay. 
Dodwell & Co., (Aust.) Pty. Ltd., Australia. 


Dodwell & Co. (East Africa) Ltd., Nairobi, 
Kenya. 


Gardner Diesel Engines, Ltd., Vancouver 
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JARDINE, MATHESON 
& CO., LTD. 


14/18, PEDDER STREET, 
HONG KONG 


HONG KONG, CHINA, JAPAN 
TAIWAN & KOREA 


Importers and Exporters, 

Tea and General Merchants, 

Insurance, Shipping and 
Air Transport 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line 

The Hong Kong Fire Insurance Co., Ltd. 
Jardine Aircraft Maintenance Co., Ltd. 


GENERAL AGENTS: 


Lombard Insurance Co., Limited 
British Overseas Airways Corporation 


AGENTS: 


Glen Line Limited 

Royal Mail Lines Limited 

Prince Line Limited 

Western Canada Steamships Co., Ltd. 
Pacific Transport Lines, Inc. 

Furness, Withy & Co., Ltd. 

The Union-Castle Mail Steamship Co., Ltd. 
Alliance Assurance Co., Ltd. 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Bankers and Traders Insurance Co., Ltd. 
Triton Insurance Co., Ltd. 

Thistle Insurance Co., Ltd. 

The Legal Insurance Co., Ltd. 

Economic Insurance Co., Ltd. 

The Employers’ Liability Assurance Corp., Ltd. 
The Merchants’ Marine Insurance Co., Ltd. 
Hong Kong Airways Limited 


THE JARDINE ENGINEERING 
CORPORATION LIMITED. 
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MAERSK LINE} 


Managed 
A.P. MOLLER, COPENHAGEN 


General Agents U.S.A. 


MOLLER STEAMSHIP COMPANY INC., 
NEW YORK 


Fast Fortnightly Sailings To: 
NEW YORK, BOSTON, BALTIMORE & 


PHILADELPHIA 
via 
JAPAN, SAN FRANCISCO, LOS ANGELES & 
PANAMA 
M.V. “MAREN MAERSK”... .... .... May 2 
M.V. “CHRISTINE MAERSK” ... .... May 20 


Accepting Transhipment Cargo on Through 
Bills of Lading for Central and South 
America, Caribbean and Gulf Ports. 
Special Strongroom Compartments & 

Refrigerated Cargo Space. 


Arrivals from U.S.A. 


M.S. “CHASTINE MAERSK”... .... Apr. 24 
May 3 
M.S. “JOHANNES MAERSK” .... .... May 4 


Sailings to India, Pakistan & P. Gulf 


M.S. “AGNETE MAERSK” .... .... .... 
M.S. “ELLEN MAERSK” 


Arrivals from Persian Gulf & India 


M.S. “MATHILDE MAERSK” 
M.S. “EMILIE MAERSK” .... .... .... 


Sailings to Djakarta, Semarang, 
Sourabaya, Macassar & Balik 

Papan via Manila 

M.S. “VIBEKE MAERSK” .... 


For Freight & Further Particulars 
Please apply to: 


JEBSEN & CO. 


Pedder Building. Tel: 


36066-9. 


Chinese Freight Booking Office 


27, Connaught Rd., C. Tel: 20361. 


Dates and rotation subjeat to change without notice. 
At liberty to proceed via other ports to 
load/discharge cargo 


The Valted 


Incorporated in India 
with Limited Liability 


Subscribed Capital: HK$48,193,000.- 
HK$ 9,036,145.- 
Reserve Liability of Shareholders: .... HK$24,096,000.- 
BRANCHES 
INDIA 


89 Branches established in all the important places. 


PAKISTAN FRENCH-INDIA 
Karachi Pondicherry 
BURMA MALAYA 
Akyab Penang 
Moulmein Singapore 
Mandalay 
Rangoon 

LONDON: 


15 Throgmorton Avenue, LONDON, E.C.2. 


SAFE DEPOSIT VAULT 


The Bank is equipped with modern 
airconditioned SAFE DEPOSIT VAULT 
and provides LOCKERS of different sizes 
according to requirements. 


FOREIGN BANKING SERVICE 


The Bank provides complete service 
for Foreign Banking and Exchange all 
over the world in cooperation with first- 
class Bankers. 


4 Queen’s Road C. 
Hong Kong 


Tel. 36071-2-3 


D. P. SARIN 
Manager. 


Tre 
enr 
| . 
| 
| | 
; 
June 7 | 
a 
May 22 | j 
6 
| 
4 


